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FOREWORD 


At  the  invitation  of  Governor  Thomas  L.  Judge  of  Montana,  our  firm  took  on  the 
task  of  analyzing  the  potential  of  using  The  Glasgow  Air  Force  Base  in  Eastern 
Montana  for  a  beef  export  center.  This  report  responds  to  that  invitation  and 
was  developed  as  a  joint  venture  by  Plus  Marketing  International,  Inc.  of  New 
York  and  Management  Enterprises,  Inc.  of  Oklahoma  City.  Mr.  Nicholas 
Brecher  of  Plus  Marketing  and  Mr.  Thomas  J,  Harris  of  Management  Enter- 
prises worked  as  a  team  in  the  exploration  of  the  market  potentials  descriljed 
and  in  the  conclusions  submitted.  The  recommendations  and  findings  are  those 
of  the  writers  only  and  do  not  necessarily  reflect  the  views  of  the  State  of 
Montana. 

Our  recommendation  is  to  go  ahead  with  a  beef  export  program.  We  believe  the 
report  does  accomplish  the  objective  --  for  Glasgow  to  build  upon  the  contacts 
already  made  and  move  forward.  We  have  emphasized  the  need  for  community 
spirit,  coordination  and  enthusiasm  to  make  the  program  successful.  We  believe 
that  the  determination  to  achieve  this  does  or  can  exist  among  all  the  elements 
involved  in  both  Montana  and  Washington. 

Particular  gratitude  is  expressed  to  the  many  people  whose  help  and  cooperation 
made  this  report  possible  in  the  short  time  frame  involved.  Our  appreciation 
goes  to  Messrs.  Mike  Fitzgerald,  Dean  Hart  and  Mrs.  Judith  Carlson  in  the 
Governor's  office;  Messrs.  William  J.  Sheehan,  Wallace  B.  Bishop,  Jr.,  Roger 
Sattler,  Eldon  Erickson  and  Ernest  Smalling  of  the  Economic  Adjustment  Office 
of  theDepartmentof  Defense;  Mr.  Dan  Harrington,  Office  of  Technical  Assistance, 
Economic  Development  Administration  and  Mr.  Manson  Bailey,  Director  of  the 
Valley  County  Development  Corporation. 

Also,  Messrs.  Mark  L.  Requa,  C,  W.  Daly,  Phillip  R.  Brady,  Janning  Chan,  Paul 
Williams  and  Kanji  Sano  of  TWA;  Messrs.  Aki  Okazaki,  Akira  Ogasawara  and 
Eugene  T.  Whelan  of  Japan  Air  Lines;  Messrs.  George  Zettler  and  Russell 
Emerson  of  Flying  Tigers;  Mr.  Paul  Benscoter  of  World  Airways;  Mr.  Oliver 
Stern  of  Saturn  Airways;  Messrs.  Paul  Jurgensen  and  Robert  Clarke  of  Cathay 
Pacific  Airways;  Mr.  Kevin  Wager  of  Burlington  Northern;  Mr.  Don  Moore  of 
American  President  Lines;  Mr.  Albert  Bienn  of  Boeing;  Mr.  Lloyd  Aschenbeck 
of  McDonnell- Douglas;  Mr.  Joseph  A.  Murray  of  Chelsea  Piers  Corp.;  and  Mr, 
Ron  Peters  of  the  Society  of  Automotive  Engineers.  Mr.  Kenneth  L.  Nuernberg 
of  the  Foreign  Agricultural  Services,  USDA,  who  is  intimately  familiar  with 
the  beef  and  cattle  situation  in  Japan,  was  especially  helpful  and  Messrs. 
Champeau,  Kiyomya  and  Phillipsen  at  the  U.  S.  Embassies  in  Hong  Kong  and 
Tokyo  were  most  cooperative. 


I 

SUMMARY  AND  CONCLUSIONS 


The  optimum  utilization  of  resources  in  the  Glasgow  area,  including  the  com- 
prehensive air  base  facility,  quickly  narrows  down  the  choice  of  economic 
activities  to  the  overseas  marketing  of  livestock  and  chilled  beef.  Domestic 
marketing  of  either  of  these  products  would  not  require  use  of  air  transporta- 
tion nor  would  marketing  of  frozen  beef  or  meat  products  involve  the  use  of 
the  air  freight  mode.  Therefore,  the  development  of  an  action  plan  has  focused 
on  exploring  the  practical  possibilities  for  finding  and  penetrating  such  markets. 

Many  studies,  research  reports  and  analyses  already  exist  which  focus  on  the 
subjective  examination  of  the  economic  situation  in  Montana  and  the  Glasgow 
area  with  detailed  data  on  the  resources  in  the  area.  What  was  needed  was  an 
objective  exploration  of  the  outside  world  as  a  market  outlet  for  Glasgow  products 
to  provide  new  employment  activity  in  the  area. 

The  most  logical  overseas  market  possibilities  were  identified  as  Japan  and  other 
Far  Eastern  nations  plus  selected  Eastern  European,  Middle  East  and  African 
countries.  Initial  exploratory  contacts  were  made  with  commercial  attaches  of 
selected  target  countries  as  well  as  with  trading  companies  located  in  the  U.S. 
in  Washington,  New  York  and  Chicago.  Based  on  these  inputs,  it  was  concluded 
that  only  through  personal  visitation  would  it  be  possible  to  develop  a  definitive 
basis  for  recommendations  that  would  be  sufficiently  practical  to  justify  either 
abandoning  the  idea  or  mounting  an  action  plan  to  move  forward. 

Correspondence  was  initiated  to  associates  in  Europe  and  the  Middle  East  to 
begin  an  initial  exploration.  Discussions  were  started  with  U.S.  representatives 
of  trading  companies  and  foreign  consulate  personnel  anticipating  productive 
personal  meetings  in  Hong  Kong,  Japan,  Korea,  Taiwan  and  Guam.  Based  on  such 
discussions  and  advance  telex  communications,  meetings  were  scheduled  in 
Hong  Kong,  Japan  and  Guam.  Subsequently,  after  meetings  with  U.S.  Food  Grains 
Council  principals  in  Tokyo,  it  was  decided  to  visit  Korea  as  well. 

The  cooperation  and  assistance  of  the  air  cargo  carriers  —  both  scheduled  and 
contract  —  is  considered  important  to  the  success  of  this  program.  With  this  in 
mind,  we  worked  with  Messrs.  Mike  Fitzgerald,  Dean  Hart  and  Ernest  Smalling 
all  of  whom  attended  the  Seventh  International  Air  Cargo  Forum  at  San  Diego 
on  October  1,  2  and  3.  We  believe  that  the  attention  to  the  Montana  plans  which 
was  generated  at  that  meeting  will  prove  valuable  to  the  ultimate  success  of  the 
program. 

Results  of  these  visits  are  detailed  in  the  body  of  this  report  but  the  principal 
conclusions  are: 

1.  Hong  Kong  and  Singapore  each  represent  a  potential  for  1,500  -  2,000 
pounds  of  chilled  U.S.  choice  grade  beef  per  week  for  air  delivery  from 
the  U.S. 


2.  Japan  represents  a  future  potential  for  both  chilled  beef  imports  from 
the  U.S.  and  livestock  such  as  feeder  calves.  The  present  suspension  of 
import  quotas  on  beef  is  expected  to  be  relaxed  by  Spring  of  1975.  While 
it  may  be  a  lower  figure  than  the  current  year,  it  probably  will  exceed 
100,000  tons  per  year.  Feeder  calves  are  not  prohibited  from  impor- 
tation by  quotas  but  by  the  imposition  of  a  48,000  yen  duty  per  head 
(roughly  $160.00  U.S.)  which  is  suspended  from  time  to  time  as  deter- 
mined by  the  Japanese  government.  Although  this  makes  for  a  good  deal 
of  uncertainty  in  planningmovementsof  livestock  into  Japan,  the  poten- 
tial is  real  enough  --  with  a  total  of  20,000  duty-free  calf  import  quotas 
initially  estimated  for  this  year.  This  figure  should  be  a  minimum  for 
future  years. 

3.  Korea  does  not  provide  much  hope  as  a  market  for  import  of  beef. 
Livestock  is  another  matter  since  there  is  considerable  interest  in 
building  breeding  herds.  Although  quite  speculative  at  this  time,  the 
Livestock  Management  Corporation  is  hoping  to  put  together  a  program 
of  moving  100,000  young  heifers  from  the  U.S.  to  Korea  over  the  next 
six  years.  If  this  program  does  not  materialize,  other  programs  may 
be  conceived  to  take  advantage  of  this  possibility  for  moving  U.S.  calves 
to  Korea. 

4.  Guam,  although  not  an  export  market,  does  represent  a  potential  for 
perhaps  5,000  to  7,000  pounds  of  chilled  beef  every  week  to  ten  days 
although  startup  totals  would  be  less  than  such  amounts. 

5.  Eastern  European  countries  represent  a  potential  for  breeder  cattle 
exports  from  Montana.  The  U.S.  Feed  Grains  Council  study  of  1973 
and  individual  contacts  confirm  the  possibility  particularly  for  Yugo- 
slavia, Hungary  and  Bulgaria. 

6.  Middle  East  and  Africa  have  a  potential  for  beef  imports  from  the 
U.S.  particularly  Nigeria,  Egypt  and  Saudi  Arabia. 

7 .  Air  movements  from  Glasgow  to  overseas  destinations  should  be  sought 
on  the  basis  of  flagstop  operations  by  Pacific  carriers  on  westbound 
flights  for  meat  products  and  on  the  basis  of  one-way  charters  with 
minimum  positioning  mileages  for  livestock  and  full  planeloads  of 
chilled  beef. 

8.  Ultimate  establishment  of  a  Foreign  Trade  Zone  at  Glasgow  may  pro- 
vide the  basis  for  attracting  assembly,  packing  or  semi-manufacturing 
operations.  Success  here  will  require  conviction  on  the  part  of  the 
foreign-based  shipper  that  productivity  with  high  standards  of  quality 
labor  in  adequate  quantities  will  be  available  and  that  means  exist  for 
trans-shipment  or  distribution  of  the  assembled  product.  Success  does 
not  seem  impossible  but  it  will  require  time  and  considerable  detailed 
planning.  This  is  not  recommended  until  after  commitments  from  po- 
tential users  are  obtained. 


9.  The  modernization  and  reactivation  of  the  slaughter  facility  now  idle 
at  Glasgow  is  urgently  needed  as  a  central  element  of  the  meat  export 
program.  The  apparent  good  condition  of  this  facility  plus  the  relatively 
minor  modifications  which  appear  necessary  to  meet  current  inspec- 
tion standards  and  the  modest  capital  investment  (compared  to  new 
construction)  should  make  the  operation  of  this  facility  an  economic  one 
provided  it  is  well-managed  and  a  continuous  supply  of  animals  for 
slaughter  is  assured. 

10.  The  use  of  Glasgow  as  an  enroute  airline  refueling  stop  on  west  coast 
polar  flights  to  and  from  Europe  is  a  possibility;  but  it  will  take  some 
time  to  build  up  the  necessary  passenger  and  customs  amenities  as 
well  as  to  persuade  the  carriers  involved. 

We  have  outlined  above  the  possibilities  for  movements  of  meat  and  livestock 
to  Hong  Kong,  Japan,  Korea  and  Guam.  In  order  for  Glasgow  to  make  a  success- 
ful penetration  of  these  potentials,  four  elements  are  essential: 

1.  Quality  of  chilled  beef  must  be  uniformly  dependable  —  U.S.  top  choice 
is  the  logical  grade  and  the  finished  portions  such  as  loin  strips,  rib- 
eye  and  other  steak  cuts  must  be  consistent  and  the  supply  reliable. 

In  thecaseof  breeder  or  feeder  calves,  the  requirement  will  emphasize 
pre-conditioning  prior  to  shipment  with  transition  to  feed  expected  to  be 
available  at  destination  and  with  animals  eliminated  from  shipment 
which  exhibit  weakness  or  sickness  during  the  pre-conditioningperiod. 

2.  Prices  for  meat  and  livestock  products  must  be  competitive  at  destina- 
tion including  the  air  freight  cost  paid  by  the  shipper.  This  presents  no 
particular  problem  as  far  as  livestock  shipments  are  concerned  since 
all  other  movementsalsowillbeby  air.  However,  in  the  case  of  chilled 
beef  shipments,  the  use  of  surface  freight  from  Midwest  sources  to  the 
Orient  in  reefer  containers  for  both  chilled  or  frozen  beef  is  only  about 
14  cents  per  pound. 

At  least  initially,  most  of  the  difference  between  this  cost  and  the  cost 
of  air  shipment  will  have  to  be  absorbed  by  Glasgow  shippers  in  order 
to  gain  a  toehold  in  the  market.  Fresh  chilled  beef  can  command  some 
premium  in  the  retail  markets  over  comparable  cuts  which  are  frozen 
particularly  in  Japan  and  Guam;  but  the  willingness  of  importers  to 
pay  the  entire  air  freight  cost  will  depend  upon  building  up  customer 
acceptance  and  demand.  Absorption  of  this  extra  freight  cost  by  Glas- 
gow shippers  should  be  thought  of  as  part  of  the  startup  costs  of  getting 
the  program  going. 

3.  For  success  in  the  program,  Glasgow  and,  in  fact,  Montana  will  have 
to  embark  on  a  determined  marketing,  sales  and  promotional  effort. 
Personal  developmentof  the  relationships  with  meat  buyers  of  Japanese 
trading  companies  in  Chicago  is  important  and  parallel  efforts  must  be 
made   with    Tokyo  head  office  counterparts.  The  meat  wholesalers. 


department  store  buyers  (Isetan.Keio,  Takashimaya,  etc.)  and  super- 
markets must  all  be  cultivated  assiduously.  Participation  in  food  fairs 
and  U.S.  Department  of  Agriculture  seminars  and  exhibitions  is  essen- 
tial. In  addition,  Montana  and  Glasgow  must  establish  its  own  separate 
identity  as  contrasted  to  Colorado  or  Iowa  beef  with  which  we  compete 
along  with  Australian  and  New  Zealand  sources. 

This  promotional  and  sales  effort  must  be  a  strong  and  continuous  one 
which  is  innovative  and  imaginative.  Its  importance  cannot  be  over- 
estimated. It  will  take  three  to  nine  months  of  such  effort  with  trial 
shipments  and  establishment  of  close  personal  relationships  before 
orders  can  be  expected  in  any  volume  as  far  as  Japan  is  concerned. 
Other  Far  Eastern  countries  will  require  similar  promotion. 

4.  A  dedicated  cooperative  effort  by  the  Glasgow  business  community  -- 
bankers,  cattlemen,  feedlot  and  slaughterhouse  operators,  municipal, 
county  and  state  officials  and  agencies  will  be  needed  for  success. 
Encouragement  and  assistance  from  Federal  agencies  and  officials 
will  be  of  great  help  but  the  prime  thrust  must  come  from  the  com- 
munity and  the  area. 

We  all  have  become  aware  of  the  close  relationship  between  government  and 
industry  which  has  prompted  the  term  "Japan,  Inc."  to  describe  the  com- 
munication, cooperation  and  coordination  that  business  and  government  agencies 
employed  to  create  quality  products,  build  them  efficiently  and  sell  them 
aggressively  for  the  Japanese.  A  similar  spirit  of  dedication  to  achieve  the 
goal  will  be  required  of  the  Glasgow  community.  Without  it,  chances  of  success 
are  minimal.  With  it,  there  is  no  reason  why  gratifying  quantities  of  meat  and 
livestock  cannot  be  moved  into  overseas  markets  resulting  in  employment 
in    slaughterhouse,    fabricating,    packaging   and  shipping  functions  at  Glasgow. 

This  activity  at  Glasgow  will  provide  a  nucleus  of  civil  aviation  capabilities 
that  may  lead  to  expanded  use  of  the  facility  for  other  functions:  as  a  port  of 
entry,  refueling  point.  Foreign  Trade  Zone  and  related  distribution  functions. 

While  the  principal  thrust  of  this  report  has  been  aimed  at  the  prospects  for 
export  of  beef  and  livestock,  we  wish  to  emphasize  that,  in  the  course  of  our 
assignment,  we  have  talked  to  a  number  of  companies  not  specifically  men- 
tioned in  the  body  of  the  report  covering  tangential  aspects  of  the  program. 
Such  talks  have  included  other  Japanese  Trading  Companies  such  as  Nissho- 
Iwai;  Farmer-Stockman  (Ferdie  Deering,  editor);  John  Callaghan,  Director, 
Procurement,  Intercontinental  Hotels  Corp.,  N.Y.;  J.  F.  Gatt,  International 
Hotels  Corp.,  Kinshasa;  Herb  Jackson,  USDA,  Chicago  and  others  such  as 
Taiyo  Fishery  Co.,  Ltd.  of  New  York. 


II 

SCOPE  AND  OBJECTIVE  OF  ASSIGNMENT 


AN  ACTION  PLAN  TO: 

Create    jobs  aiid  economic  activity  at  Glasgow 

Air  Force  Base  and  surrounding  community. 

Provide  commercial  aviation  activities  at  Glas- 
gow Air  Force  Base. 

Develop  overseas  markets  for  chilled  beef  from 

Glasgow  area  with  direct  air  movement  to  destination. 

Develop   overseas    markets  for  livestock  ship- 
ments from  Glasgow  area. 

Provide  preliminary  examination  of  feasiljility 

of  making  Glasgow  AFB  an  international  port  of  entry  and  import  distribution 
center. 

Make  preliminary  examination  of  feasibility  of 

operation  of  Glasgow  AFB  as  Foreign  Trade  Zone. 


Ill 

ACTION  PLAN  FOR  GLASGOW 


We  believe  a  sufficient  case  has  been  made  to  justify  going  forward  with  an 
action  plan  for  Glasgow  Air  Force  Base  and  the  Valley  County  and  Eastern 
Montana  area  as  follows: 

1.  Activate  the  existing  slaughterhouse  facility  with  necessary  mrdi- 
fications  to  meet  all  government  standards. 

2.  Establish  at  GAFB  required  facilities  for  breaking,  cutting,  trim- 
ming and  packing  finished  portions  for  air  distribution  of  primal 
cuts   overseas    and    remainder   of   carcass    cuts   for  domestic  sale. 

3.  Establish  facility  for  backgrounding  and  finish  feedlot  operation  to 
provide  full  capacity  utilization  of  slaughterhouse  packing  operations. 

4.  Set  up  coordinated  plan  to  insure  consistent  standard  of  quality  for 
Glasgow  beef  to  be  promoted  and  identified  by  suitable  brand  desig- 
nation such  as  "Big  Sky  Beef",  "Valley  County  Beef",  "Montana 
Beef"  or  similar. 

5.  Make  detailed  cost  and  revenue  estimates  to  project  cash  flow  and 
operating  results  on  pro  forma  basis  for  first  five  years'  operation 
predicated  on  partial  absorption  of  air  freight  costs  on  overseas  beef 
sales. 

6.  Establish  a  strong  marketing  and  promotional  program  aimed  at 
Chicago  and  Tokyo  key  personnel  of  major  Japanese  trading  com- 
panies, principal  wholesale  beef  importers  in  Japan,  supermarket 
chains  and  department  stores  in  Japan  and  equivalent  type  sales 
efforts  in  Guam,  Hong  Kong  and  Singapore  for  chilled  beef  as  well 
as  strong  efforts  on  behalf  of  feeder  calves  to  Japanese  importers 
and  breeder  heifers  to  Korean  importers.  The  program  should  be 
comprehensive  in  attention  to  educational  programs,  seminars,  trade 
shows,  point  of  purchase  material,  direct  sales  advertising  plus  a 
strong  PR  program  for  press  and  TV  in  Japan,  Guam  and  Hong  Kong. 

For  a  successful  execution  of  such  a  program,  it  is  necessary  for  all  elements 
Involved  to  work  together  as  a  unit. 


IV 
OVERVIEW  AND  PERSPECTIVE 


In  our  original  proposal  for  this  assignment,  we  emphasized  that  our  study 
would  be  directed  toward  a  plan  of  action  for  the  Glasgow  community  and  that 
it  would  neither  duplicate  nor  overlap  previous  and  existing  reports.  In  order 
to  insure  that  we  were  not  "re-inventing  the  wheel",  we  have  reviewed  a  number 
of  these  studies  and  reports. 

Our  efforts  have  been  focused  on  those  aspects  of  economic  development  not 
otherwise  explored  on  a  sufficiently  definitive  basis  to  justify  a  plan  of  action. 
Our  analysis  of  what  had  already  been  done  convinced  us  that  the  following 
conclusions  could  be  drawn: 

1.  General  industrial  development  for  the  Glasgow  area  involving  attrac- 
tion of  new  industries  to  provide  jobs  and  economic  activity  requires 
a  full-time,  dedicated,  long-range  effort  which  already  is  being  done 
on  a  statewide  and/or  local  Glasgow  basis. 

2.  Immediate  possibilities  for  increased  job  opportunities  would  seem  to 
hinge  on  a  marriage  of  the  indigenous  resources  of  the  area  --  availa- 
bility of  grain  and  cattle  and  plant  facilities  and  infrastructure  already 
in  existence  —  specifically  the  Glasgow  Air  Force  Base  and  the  existing 
slaughterhouse  at  Glasgow.  Gainful  occupation,  at  least  to  the  extent 
of  the  military  cutback,  becomes  the  product  of  such  a  union  and  is  the 
end  result  desired. 

3.  Feedlot  and  slaughtering  operations  for  the  domestic  market  do  not 
have  any  need  of  the  air  base  facility  since  surface  transportation  is 
sufficient  for  U.S.  distribution.  The  shipment  of  frozen  items  such  as 
processed  meat  does  not  require  the  air  mode.  Therefore,  the  main 
thrust  of  the  assignment  has  been  to  explore  the  overseas  market 
potential  for  chilled  beef  and,  preferably,  for  finished  cuts  so  that 
slaughtering,  breaking,  fabrication  and  final  packaging  could  be 
accomplished  at  Glasgow  for  maximum  employment  opportunities. 
Secondarily,  the  thrust  has  been  to  explore  the  feeder/ breeder  calf 
export  potentials  which,  although  not  as  attractive  to  the  Glasgow 
community,  may  have  practical  applications  where  the  import  of 
dressed  beef  is  not  possible. 

4.  Markets  selected  for  close  examination  were  primarily  in  the  Far 
East  with  special  attention  to  Japan  and,  secondarily,  to  Europe  and 
the  Middle  East. 

5.  The  Glasgow  Municipal  Airport  scheduled  common  carrier  air  service 
is  a  marginal  local  service  operation  with  no  air  freight  lift  capability 
from  a  practical  standpoint.  Thus,  it  is  recognized  that  any  movement 
by  air  using  Glasgow  AFB  would  require  the  authorization  of  new  ser- 


vice  certification  to  permit  major  trunks  such  as  Northwest  Orient 
or  Flying  Tigers  to  land  at  Glasgow  Air  Force  Base  on  a  common 
carrier  basis.  Such  operations  probably  would  not  be  economically 
justified.  It  is  evident  that  airline  service  probably  would  have  to  be 
on  the  basis  of  a  flag  stop  for  freight  pickup  when  revenues  warranted 
or,  alternatively,  on  a  contract  or  charter  basis. 

6.  The  advantages  of  a  flag  stop  by  an  existing  carrier  operating  from 
Eastern  or  Middle  Western  U.S.  cities  to  the  Orient  on  already 
scheduled  westbound  flights  is  obvious  since  such  an  operation  would 
eliminate  the  problem  of  positioning  or  ferry  mileage  on  a  charter 
flight  as  well  as  the  perplexing  problem  of  a  backhaul  from  the  Orient 
to  the  U.S. 

For  the  movement  of  the  chilled  beef  shipments,  the  logical  carriers 
with  whom  to  explore  the  flag  stop  operation  are  JAL,  NWA,  PAA  and 
FTL.  In  the  case  of  livestock  movements,  it  is  logical  to  consider 
only  full  planeload  operations.  Therefore,  the  prospect  of  charter 
operations  is  indicated  with  the  most  logical  carriers,  in  addition  to 
the  four  above,  being  TWA,  World,  Saturn,  Pacific  Western,  C.P.Air, 
Air  Canada,  KAL,  Lufthansa  and  specific  contract  operators  who  may 
be  qualified. 

7.  Northeastern  Montana  has  available  grain  and  livestock  to  permit 
establishment  of  a  successfulfeeder  lot  operation  in  the  area.  A  feeder 
lot  operation,  especially  if  combined  with  slaughterhouse  and  packing 
operations,  appears  economically  feasible. 

8.  Methods  of  financing  establishment  of  such  feeder  lot  and  slaughtering 
activities  seem  possible  although  the  present  depressed  condition  of 
the  cattle  industry  is  not  conducive  to  optimism  for  the  short  term. 
Import  restrictions  on  beef  will  not  help  much,  according  to  Secretary 
Butz,  since  imports  represent  such  a  relatively  small  percentage  of 
total  U.S.  consumption.  As  of  now,  there  is  no  certainty  of  the  imposi- 
tion of  such  restrictions.  Protest  slaughtering  of  calves  may  direct 
attention  to  the  plight  of  cattlemen  but  it  doesn't  solve  the  present 
supply-demand  imbalance.  The  suggestion,  "Give  Meat  for  the  Holi- 
days", attempts  to  increase  consumption.  The  idea  is  pertinent  to 
the  Glasgow  program  because  it  is  also  concerned  with  the  critical 
aspect  of  the  overseas  marketing  of  beef  which  is  dependent  upon  in- 
novative promotion  and  sales. 

A  quick  synopsis  of  some  of  the  findings  of  various  reports  will  provide  an 
understanding  of  the  basis  for  our  conclusions  that  Glasgow  can  come  up  with 
a  dependable  supply  of  quality  finished  beef  cuts  and  feeder  or  breeder  calves 
for  export. 

AVCO  Economic  Systems  Corp.  report  of  May  4,  1971  concludes  that  the  time 
is  now  to  organize  and  implement  a  plan  which  will  fully  utilize  Montana  re- 
sources in  Montana  and  end  the  years  of  its  being  a  colony  exporting  these  raw 


materials  to  other  areas  of  the  nation  and  that  this  can  best  be  done  by  expanding 
feedlot  and  packing  plant  operations  throughout  the  state  of  Montana  in  those 
areas  which  best  reflect  the  agricultural  resources  and  investment  opportunities. 

The  Study  of  Non  Defense  Utilization  of  Glasgow  Air  Force  Base  by  Montana 
State  University  dated  December,  1965  includes  in  its  recommendations,  inter 
alia,  that  cattle  and  hog  fattening  and  meat  processing  appear  to  be  even  more 
attractive  economically  when  combined  with  grain  storage  and  processing  re- 
ferring to  the  fact  that  Montana  Agricultural  Specialists  and  Economists  have 
been  pointing  out  to  farmers  and  ranchers  for  some  time  that  cattle  and  hog 
fattening    and    meat    processing    in    Montana    looks    economically    attractive. 

This  study  comments  on  the  lack  of  success  among  past  operations  that  have 
been  started  but  points  out  that  they  may  not  have  been  well-planned  or  may 
have  lacked  management  skills  but,  in  any  event,  have  not  been  large  opera- 
tions combined  with  meat  processing  such  as  they  have  suggested. 

Report  on  the  Feasibility  of  a  Cattle  Slaughtering  Plant  in  Eastern  Montana, 
August  28,  1974,  Dept.  of  Agricultural  Economics  Montana  State  University. 
This  report  concludes  that  the  analysis  of  slaughter  plant  returns  does  indi- 
cate a  potential  for  profitability  pointing  out,  however,  that  market  potential 
is  unknown  but  that  perhaps  new  and  export  markets  may  be  developed.  The 
analysis  of  profit  potential  assumes  a  market  outlet  and  also  assumes  year- 
round  supply  of  cattle  for  100  percent  capacity  utilization  as  crucial  to  success. 

The  report  entitled,  "A  Dossier  of  the  Proposed  Packing  Plant  at  Sidney, 
Montana."  by  the  Richland  County  Extension  Office,  dated  August,  1974,  con- 
cludes, ".  .  .that  Sidney  is  capable  of  supporting  a  packing  plant." 

The  report  entitled,  "Expansion  Possibilities  for  the  Livestock  Feeding  and 
Beef  Packing  Industry  in  Montana"  published  by  Farmer  Cooperative  Service, 
U.S.  Dept.  of  Agriculture  Service  Report  No.  140,  dated  July,  1974,  points  to 
a  possible  profitable  return  on  investment  for  a  new  slaughter  plant  in  Montana 
but  cautions  that  success  will  require  careful  and  close  coordination  of  feeder 
and  fed  cattle  production,  slaughtering  and  distribution  and  the  ability  to  market 
processed  beef  products.  The  absorption  of  startup  and  market  entry  costs 
must  also  be  considered.  The  point  is  made  that  these  costs  might  wipe  out 
any  estimated  net  profit  for  the  first  one  or  two  years. 

The  Preliminary  Feasibility  Study  for  a  Montana  Corporation  to  Establish  an 
International  Organization  to  Export  Montana  Calves  to  Foreign  Markets, 
prepared  by  Jim  Campbell  for  Montana  Air  Route  International,  dated  Novem- 
ber, 1973,  provides  some  positive  conclusions  as  to  the  possibilities  for 
export  of  calves  to  world  markets  at  competitive  prices.  Their  findings  are 
that  it  is  economically  feasible  for  foreign  countries  to  pay  $1.05  to  $1.15 
per  pound  or  $410.00  per  calf. 

The  Resource  Feasibility  Study  prepared  by  Brelsford  and  .Associates,  June, 
1972  concludes  that  the  report  will  provide  a  sound  basis  for  directly  stimu- 
lating an  accelerated  and  successful  economic  development  program  that  will 
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utilize  locally  the  outstanding,  readily  available  agricultural  resources  of 
Valley  County  and  Northeast  Montana.  This  study  suggests  that  Montana  has 
the  highest  potential  and  best  overall  competitive  advantage  of  all  the  western 
states  for  large  scale,  commercial  cattle  feeding  operations.  The  advantages 
of  the  proposed  10,000  head-at-one-time  partial-confinement,  partial-open  feedlot 
facility  to  the  Valley  County  area  in  terms  of  economic  activity  is  shown  to  be 
in  the  neighborhood  of  7  million  dollars.  The  desirability  of  backgrounding  as 
an  intermediate  step  to  finish  feedlot  operations  is  recommended  for  Northeast 
Montana  along  with  the  establishment  of  the  10,000  head  feedlot  and  full  opera- 
tion of  the  fairly  new,  modern  Glasgow  packing  plant. 

In  addition,  the  report  suggests  the  use  of  "cattle  funding"  to  bring  in  the 
necessary  amounts  of  capital  investment  from  non-farm  sources  to  establish 
a  large  feedlot  operation  estimated  at  $600,000  for  construction  (1972  prices 
for  10,000  head  capacity)  plus  $100,000  working  capital  plus  $200  per  head 
for  feed  inventory  and  cattle  for  a  total  of  $2,700,000. 

Present  costs  for  the  feeder  lot  operation  estimated  in  the  Brelsford  report 
would  bring  capital  investment  to  well  over  three  million  dollars  but,  since 
the  publication  of  this  report,  we  have  seen  the  economic  disaster  that  has 
befallen  the  investors  in  cattle  tax  shelters.  The  present  discussions  in  the 
House  Ways  and  Means  Committee  are  focusing  on  the  elimination  of  the  pro- 
vision whereby  a  high-bracket  taxpayer  puts  money  into  prepaid  cattle  at  the 
end  of  the  year  and  deducts  it  as  an  immediate  expense  even  though  it  isn't  fed 
the  cattle  until  the  following  year.  This  plus  the  possibility  that  Congress  may 
change  the  method  of  accounting  for  cattle  deals  from  cash  to  an  accrual  basis 
may  dry  up  this  approach  to  future  cattle  financing. 

However,  the  total  marshalling  of  local  banking  resources  and  the  involvement 
of  large  eastern  financial  establishments  as  partners  may  provide  the  answer 
especially  if  appropriate  encouragement  to  the  big  banking  houses  is  provided 
by  drawing  on  the  influence  and  prestige  of  Montana's  leaders  in  industry  and 
government. 
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V 
PROSPECTS  BY  DESTINATION  COUNTRY 


HONG  KONG  --  CHILLED  BEEF: 

Although  the  quantity  is  limited,  the  potential  for  developing  the  Hong  Kong 
market  for  Montana  chilled  beef  is  encouraging  since  there  are  no  tariff 
or  quota  barriers  or  other  artificial  constraints  to  the  penetration  of  the 
market.  It  will  be  purely  a  case  of  competing  with  quality  and  price  and  the 
employment  of  a  determined  promotional  program.  The  Hong  Kong  market 
should  be  good  for  an  almost  immediate  sale  of  2,000  pounds  of  special  cuts 
per  week  which  could  go  forward  via  truck  or  air  line  flag  stop  at  Glasgow 
to  San  Francisco  thence  common  carriage  via  TWA,  PAA  or  FTL  to  Hong 
Kong.  Retail  prices  observed  at  the  retail  market  at  the  Peak  Tram  terminal 
building  showed  posted  prices  of  $12.80  HK  ($2.56  U.S.)  per  11  oz.  T  Bone 
steak  or  $3.72  U.S.  per  pound  with  filet  proportionately  higher. 

There  is  almost  no  potential  for  livestock  exports  to  Hong  Kong  because  of  the 
limited  space  for  either  grazing  or  feedlot  operation. 

During  the  first  six  months  of  1974,  beef  imports  from  the  U.S.  totaled  419,578 
pounds  with  a  value  of  U.S.  $790,000  or  an  average  of  $1.88  per  pound.  U.S. 
beef  accounted  for  7  percent  of  the  imports  by  weight  and  over  12  percent  by 
value.  A  list  of  meat  products  importers  is  shown  as  Appendix  A. 

Mr.  Chan  of  TWA  accompanied  me  on  my  visit  to  ETAK  on  September  17  since 
Mr.  George  Mendenhall  is  a  close  acquaintance  of  his.  Our  visit  with  him  re- 
sulted in  meeting  and  discussions  with  Mr.  William  Evans  who  is  responsible 
for  meat  and  produce  imports.  The  wholesale  price,  as  of  September  17,  of  $2.76 
per  pound  for  boneless  strips,  gives  a  good  indication  of  the  spread  available 
which  provides  the  opportunity  for  Montana  beef  exports.  The  Hong  Kong  market 
deals  almost  entirely  in  frozen  beef  because  it  is  easier  to  handle  and  because 
of  the  very  limited  refrigerator  capacity  for  chilled  storage.  The  great  pre- 
ponderance of  reefer  storage  is  for  frozen  products.  ETAK  is  the  Hong  Kong 
distributor  for  Oscar  Mayer  products  and  does  use  some  air  freight  from  the 
U.S.  at  present. 

Of  particular  interest  are  some  written  comments  we  received  from  Mr.  Evans 
which  are,  in  part,  "We  buy  from  two  or  three  packers  in  the  U.S.A.  --  we  ship 
to  Hong  Kong  and  inventory  here  and  sell  direct  to  hotels  and  restaurants  and 
(in  case  lots)  to  consumers.  Sea  freight  from  the  west  coast  U.S..\.  to  Hong  Kong 
is  around  10  cents  U.S.  per  pound  of  frozen  meat.  We  could  pay  15  cents  to 
20  cents  U.S.  per  pound  air  freight  since  we  could  get  out  of  big  inventories 
and  order  more  frequently  and  in  smaller  quantities  by  air." 

Mr.  Craig  White  of  The  American  Meat  Company  estimates  that  1,500  to  2,000 
pounds  per  week  of  top  choice  chilled  U.S.  beef  --  primarily  strip  loins,  prime 
ribs    and   tenderloins    -    could   be  sold  to  the  Hong  Kong  market  and  that,  with 
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proper  promotion,  this  might  reach  as  high  as  10  tons  per  month.  Mr.  White 
was  of  the  opinion  that,  in  addition  to  the  above  quantities  of  premium  cuts, 
the  Central  Market  in  Hong  Kong  might  absorb  a  limited  quantity  of  chilled 
carcasses  to  be  processed  for  sale  through  local  channels  to  Chinese  con- 
sumers. 

American  Meat  Company  prices  (September  17,  1974)  in  U.S,  Dollars  for 
New  Zealand  frozen  beef  were  $3.60  for  filets,  $2.10  for  sirloin  steak  and 
$2.00  for  T-bone  steak, 

Ln  our  meeting  with  Paul  Jurgensen  and  Robert  Clarke  of  Cathay  Pacific,  we 
received  assurances  of  their  interest  and  cooperation  for  handling  onward 
carriage  to  destinations  on  their  system  if  planeload  or  large  consignments 
of  beef  to  Hong  Kong  should  include  quantities  for  on-forwarding  to  destinations 
on  their  system. 


SINGAPORE  "  CHILLED  BEEF: 

The  situation  in  Singapore  is  much  like  that  of  Hong  Kong  according  to  Mr. 
Cannedy.  Chilled  storage  space  in  the  entire  nation  is  barely  over  30  tons 
capacity  compared  to  more  than  500  tons  of  frozen  storage  capacity.  Mr. 
Cannedy's  firm  is  the  Offshore  Sales  and  Service  Company,  P.  O.  Box  227 
Killiney  Road,  Singapore  9.  They  specialize  in  provisioning  and  supplying 
offshore  drilling  rigs  which  are  operated  largely  by  American  oil  companies 
and  staffed  by  5,000  American  men. 

The  income  and  appetites  of  this  group,  as  a  consumer  market,  is  out  of  pro- 
portion to  its  size  and,  along  with  the  hotel  and  restaurant  outlets,  comprises 
a  total  market  potential  of  about  the  same  magnitude  as  Hong  Kong,  according 
to  Mr.  Cannedy.  This  market  is  accessible  by  common  carriage  shipment  via 
the  U.S.  west  coast  and  direct  service  to  Singapore  through  Hong  Kong.  Australian 
and  New  Zealand  grade  GAQ  (General  Average  Quality)  equivalent  to  U.S.  good 
to  standard  is  priced  at  wholesale  at  $1.90  U.S.  per  pound  frozen  and  $2.50  U.S. 
chilled. 
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TAWAN  --  CHILLED  BEEF: 

Telephone  discussions  were  held  with  various  officials  while  transiting  Taipei 
airport  and,  based  on  these  discussions,  it  was  felt  that  personal  visits  would 
not  reveal  enough  additional  information  to  justify  the  stopover  involved.  We 
talked  to  Dr.  Sherman  C.  Shieh,  Executive  Vice  President  of  the  Central  Trust 
of  China,  49  Waichang  Rd.,  Taipei  and,  subsequently,  Mr.  C.C.Cheu,  assistant 
chief  of  the  beef  section  of  the  Taiwan  Supply  Bureau.  This  is  the  agency  which 
acts  as  the  government  procurement  agency  for  import  of  meat,  livestock  and 
produce. 

Taiwan  is  importing  over  100  million  pounds  of  beef  from  Australia  and  New 
Zealand  annually  (114  million  pounds,  latest  fiscal  year).  There  are  no  quotas. 
It  is  recognized  that  U.S.  beef  is  superior  in  quality  but  more  costly.  Chinese 
consumer  tastes  tend  toward  the  more  lean  Australian  beef  rather  than  the  well- 
marbled  and  more  tender  U.S.  type.  Based  on  this  noticeable  taste  preference 
and  the  substantially  lower  price  of  Australian  beef,  it  is  expected  that  the 
potential  for  U.S.  beef  will  be  limited  to  that  which  can  be  sold  to  the  top  inter- 
national hotels  and  a  few  selected  restaurants. 

We  talked  with  Dr.  Thomas  Yu,  head  of  the  Animal  Industries  division  of  the  Joint 
Commission  for  Rural  Reconstruction  located  at  37  Nan  hai  Road,  Taipei  and 
learned  that  there  is  no  interest  in  importing  feeder  calves.  However,  the  situation 
is  different  with  breeder  calves.  Six  to  seven  month  old  heifers  for  breeding  are 
a  possibility  for  import  from  the  U.S.  and  the  experiences  of  the  Daehan  Project 
would  seem  to  be  applicable.  Follow  up  should  be  with  Mr.  Wang,  chief  of  the 
beef  section  of  the  Taiwan  Supply  Bureau  and  also  Mr.  K.E.  Lin  located  at  46 
Kwan  Chieng  Road,  Taipei. 

Discussions  in  Washington  were  held  with  Messrs.  Kenneth  L.  Nuernberg  and 
Norman  Pattipaw  of  the  Foreign  Agricultural  Service,  USDA.  Mr.  Pattipaw's  last 
overseas  duty  before  his  present  assignment  was  as  Agricultural  Attache  at 
Taipei  and  his  opinion  was  that  there  was  not  much  potential  for  U.S.  chilled 
beef  into  Taiwan  and  even  less  probability  that  it  would  be  possible  to  justify 
the  use  of  air  freight  for  any  that  did  move  from  the  U.S. 
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KOREA  --  LIVESTOCK: 

The  importation  of  feeder  calves  into  Korea  is  not  a  practical  suggestion  at 
this  time.  However,  considerable  interest  exists  in  the  idea  of  bringing  in 
young  heifers  to  build  up  breeder  herds.  As  a  consequence  of  discussions  in 
Tokyo  with  Mr.  Young  in  Park,  assistant  director,  Korea  Office,  for  the  U.S. 
Feed  Grains  Council,  it  was  decided  to  visit  Korea  to  explore  this  possibility 
with  Mr.  Don  Taylor.  Taylor  was  in  Kuala  Lumpur  at  this  time  but  arrange- 
ments were  made  to  meet  him  in  Seoul  on  Saturday,  September  21,  at  the 
conclusion  of  our  four-day  stay  in  Tokyo. 

Mr.  Taylor  arranged  a  dinner  meeting  which  included  Mr.  James  Gershman 
and  Mr.  Charles  Gibson  during  which  the  plans  for  the  Livestock  Management 
Corporation  were  explained  in  detail.  At  this  meeting,  considerable  optimism 
was  expressed  for  the  project  which  is  explained  in  the  article  attached  from 
the  September  22  Korea  Times.  Except  for  final  details  of  financing,  it  appeared 
that  signals  were  go  for  this  program.  Subsequent  meetings  were  held  in  New 
York  with  Mr.  Gershman  after  returning  from  Korea.  It  now  appears  that  there 
may  be  some  hitches  in  getting  this  program  going.  If  it  is  successful,  there  is 
no  question  --  according  to  botli  Taylor  and  Gershman  —  but  that  Montana  breeder 
calves  will  be  able  to  participate.  The  totals  are  expected  to  average  almost 
20,000  calves  per  year  so  it  is  an  important  development. 

A  recent  speech  by  Mr.  Taylor  before  a  group  of  Asian  businessmen  outlines 
the  concept.  An  abstract  of  this  talk  is  included  as  Appendix  D.  Mr.  Taylor  is  the 
author  of  the  report  on  The  Daehan  Project  —  a  pilot  beef  feeding  project  in 
the  Republic  of  Korea  covering  the  period  of  October,  1971  to  October,  1972. 
This  pilot  was  conducted  under  the  sponsorship  of  the  U.S.  Feed  Grains  Council 
and  the  Foreign  Agricultural  Service  of  the  USDA.  He  also  conducted  the  six- 
week  survey  in  February  and  March,  1973,  exploring  market  opportunities  for 
feedstuffs  and  livestock  in  Y'ugoslavia,  Poland,  Czechoslovakia  and  Hungary. 
Mr.  Taylor  devoted  the  entire  day  on  September  22  to  follow-on  in-depth  dis- 
cussions of  the  results  of  the  Daehan  Project  and  his  observations  as  to  Eastern 
Europe  potential  for  Montana  livestock  and  beef. 

Specific  points  included  in  the  conclusion  of  this  report  which  were  emphasized 
by  Dr.  J.  D.  Aughtry  and  which  are  pertinent  to  Montsma  cattlemen  are  as 
follows: 

1.  Beef  cattle  have  been  successfully  fed  in  Korea  under  U.S.  feedlot 
conditions. 

2.  Modern  methods  used  by  the  commercial  beef  cattle  feedlot  industry 
in  the  United  States  are  applicable  to  Korean  conditions. 

3.  Feeder  cattle  from  the  United  States  will  perform  up  to  their  genetic 
potential  in  Korea  if  properly  selected  and  managed. 

4.  Normal  procedures  for  procurement  and  preconditioning  of  feeder  cattle 
for  the  domestic  feedlot  industry  in  the  United  States  are  inadequate  for 
overseas  shipment. 
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5.  Feeder  cattle  weighing  250  pounds  can  be  fed  to  1,200  pounds  efficiently 
and   economically    in   Korea  on  high  energy,  minimum  roughage  feed. 

6.  The  Korean  roughage  supply  is  adequate  to  support  a  beef  cattle  feedlot 
industry  if  supplemented  with  a  low  level  of  alfalfa. 

7.  Rice  hulls  can  supply  the  major  part  of  the  "roughage  factor"  necessary 
for  fattening  beef  cattle  in  Korea. 

8.  Under  conditions  similar  to  the  Daehan  pilot  project,  feed  grain  and 
feeder  cattle  can  be  imported  by  Korea  and  fed  profitably  for  the  domestic 
market  provided  the  supply  does  not  exceed  local  demand. 

9.  Production  cost  of  finished  beef  under  conditions  of  the  Daehan  pilot 
project  was  substantially  below  current  production  cost  of  beef  in  Japan. 

10.  Profit  potential  of  feeding  U.S.  imported  cattle  in  Korea  for  export  of 
beef  to  the  Japanese  market  is  directly  related  to  the  market  price  of 
carcass  beef  and  its  acceptance  in  Japan. 

11.  Korean  i>ersonnel  respond  well  to  training  in  handling  beef  cattle  under 
feedlot  conditions. 

12.  Interest  rates,  foreign  exchange  and  balance  of  payments  deficits  are 
major  factors  in  development  of  a  Korean  beef  cattle  feeding  industry. 

13.  Beef  comparable  to  USDA  prime,  choice  and  good  grades  will  find  ready 
markets  in  Asia. 

14.  Air  transport  of  feeder  cattle  from  the  United  States  is  a  feasible, 
economical  method  of  supplying  feeder  cattle  to  Asia  under  present 
conditions  of  supply  and  demand. 

Dr.  Aughtry  is  a  prominent  feedlot  nutrition  consultant  and  was  responsible 
for  the  overall  project  design  and  supervision.  Mr.  Charles  Gibson, with  whom 
we  met  September  21,  was  the  on-site  advisor  throughout  the  duration  of  the 
project. 

Subsequent  to  our  visit  to  Korea,  additional  meetings  and  discussions  have 
been  held  in  New  York  with  Mr.  Gershman  and  with  Mr.  William  Crilly,  for- 
merly Executive  Vice  President  of  Pan  American  World  Airways  who  is  now- 
working  with  Gershman.  A  new  President  for  Livestock  Management  Corpora- 
tion has  been  secured  and  principal  offices  will  be  in  San  Francisco  instead  of 
Korea.  Mr.  Wayne  Baldwin  has  been  hired  to  replace  Mr.  Don  Taylor.  Mr. 
Gershman  has  reiterated  the  position  of  his  group  with  respect  to  Montana 
sharing  in  the  program  stating  that  the  opportunity  is  open  if  quality  of  calves, 
competitive  prices  and  proper  preconditioning  arc  nir-t. 
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THE  KOREA  TIMES,  SUNDAY,  SEPTEMBER  22,  1974 
Korea-l'.S.  Joint  Venture 

Largest  Cattle  Farm 
In  Asia  Projected 


By  L«e  Choon-wha 

Inflation,  soaring  animal 
feed  prices  and  scarcity  and 
high  wages  usually  deter  a 
businessman  from  getting  in- 
to cattle  farming.  More  so  if 
cne  is  to  set  it  up  in  Korea 
where  there  is  no  pasture  to 
speak  of. 

Though  Korea  is  a  "can  do" 
counto'  which  built  two  260.- 
000  ton  oil  tankers  in  two 
years — building  the  shins  and 
shipyard  at  the  same  time  — 
Koreans  themselves  were 
skeptical  of  the  proposed  cat- 
tle farming. 

Put  forth  by  an  energetic 
American  by  the  name  of 
James  D.  Gershman,  who  is 
now  In  Seoul,  the  proposition 
is  to  build  Asia's  largest  cat- 
tle farm  within  seven  years 
with,  some  100,000  head.  A 
total  of  $1.5  million  is  to  be 
invested  in  a  Joint  venture, 
and  Gershman  is  securing  a 
$45  million  loan  from  the 
Bank  of  America  with  loan 
participation  and  a  guarantee 
by  the  U.S.  Export-Import 
Bank. 

Gershman,  one-time  senior 
executive  of  the  International 
News  Service,  and  several  ma- 
jor U.S.  companies,  is  hope- 
ful of  this  venture.  Even  his 
Korean  partner's  name  re- 
flects it  —  Sanguine  You,  who 
is  president  of  Myung  Ji 
University  in  Seoul. 

President  of  the  Overseas 
Development  Corporation. 

Gershman  says  the  business 
set-up  will  be  of  a  type  un- 
precedented in  Korea. 

"It  will  be  Korea's  first 
partnership  Joint  venture,"  he 
says. 

By  this,  he  explains,  the  Ko- 
rean general  partner  will  have 
100  percent  control  of  the  en- 
terprise, whose  name  is 
Myungji  Livestock  Industries, 
a  limited  partnership.  The 
limited  partnership  will  be  dis- 
solved seven  years  later 
through  stock  offering. 

Gershman  was  one  of  the 
36  U.S.  businessmen  on  the 
prestigious  U  S  -Korea  Eco- 
nomic Council  who  had  the 
first  four-day  joint  meeting  In 
Seoul  with  top-notch  Korean 
businessmen.     The     American 


James  D.  Gershman 

said  the  100,000  all-female 
herd  would  be  airlifted,  the 
first  5,000  arriving  in  Korea 
this  year. 

In  seven  years  the  cattle 
"factorj"  in  Korea  is  to  gen- 
erate $200  million  worth  of 
export  sales  by  the  culling 
process  alone.  This  in  turn 
will  mean  positive  foreign  ex- 
change earnings  of  $100  mil- 
lion during  the  period.  Ger- 
shman estimates  some  32,000 
head  will  be  culled  for  breed- 
ing stock  and  meat  sales.  Ja- 
pan, he  adds,  is  expected  to 
be  the  farm's  major  market. 

"The  reason  for  the  large 
sales  potential  is  that  within 
a  12-month  period  after  the 
animal  arrives  the  worth  of 
the  animal  increases,  so  that 
the  final  value  is  more  than 
double  the  original  sales  pri- 
ce plus  the  cost  of  getting 
the  animal  to  Korea.  In  short, 
this  added  value  in  breeding 
slock  is  tremendous,"  the 
president  of  the  Overseas 
Development  Corp.  says. 

But  why  this  massive  In- 
vestment in  the  face  of  in- 
flation and  the  global  short- 
age of  animal  feed? 

"The  unique  part  of  the 
project,"  Gershman  says,  "is 
the  fact  thai  we  will  be  pri- 
marily rr' ■-    rcan  feed 

rather   t^  i    feed." 

The     s,  ilPvrlopH 

ed  by  Uir  •^■.~.yi  i.w,.uus  lowan 
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Garst  family,  consists  of  mo- 
lasses and  urea  i nitrogen  fer- 
tilizer) plus  rice  straw.  The 
molasses  becomes  a  fast-act- 
ing energy  source  when  com- 
bined with  urea.  Urea  in  tiirn 
is  consumed  by  bacteria  in  the 
cattle's  stomachs  which  con- 
vert it  into  the  mam  protein 
supply. 

"Urea  gives  all  protein  re- 
quirements at  the  most  effici- 
ent feed  rate  possible.  It  is 
almost  300  percent  protein 
and  infinitely  superior  to 
other  protein  sources,  such  as 
com,  hay  and  alfalfa,"  the 
American    businessman     says. 

A  ton  of  rice  straw  costs 
only  $20,  but  a  ton  of  com, 
the  main  cattle  diet  supply 
In  the  United  States,  costs 
$200,  making  Korea  potenti- 
ally highly  competitive  in  the 
production  of  cattle,  he  adds. 

A  demonstration  of  this 
technology  was  conducted 
three  years  ago  in  dry-lot 
feeding  in  the  so-called  Dae- 
han  project  in  Korea.  It  is 
labor  intensive,  and  Korea  has 
plentiful  rice  straw.  Today  the 
Garst  family,  developers  of 
the  special  diet,  is  a  partner 
of  the  Overseas  Development 
Corp.,  which  already  has  two 
key  executives  in  Seoul  on 
a  permanent  basis.  They  are 
Donald  Taylor  and  Charles 
Gibbson,  who  supervised  and 
managed  the  experiment  in 
close  cooperation  with  the 
U.S.  Feed  Grain  Council. 

Gershm,in  himself  was  in- 
strumental in  developing  the 
experiment  four  years  ago, 
and  assures  the  results  were 
successful.  Korea's  temperate 
climate  and  the  plentiful  sup- 
ply of  educated  labor  also 
make  Korea  most  favorable, 
the  American  adds. 

So  confident  is  he  in  the 
future  of  the  cattle  farm  pro- 
ject in  Korea  that  Gershman 
has  set  up  a  special  reinsur- 
ance coverage  recently  with 
the  Lloyds  of  London.  The  in- 
surance, under  which  the  ani- 
mals are  covered  on  an  all- 
risk  basis,  is  the  first  ever 
secured  in  the  world.  This 
in  turn  will  boo.'st  security 
for  loans  and  equity  invest- 
ments. 

Gershman  is  scheduled  to 
leave  Seoul  Tuesday. 


JAPAN  --  CHILLED  BEEF: 

Per  capita  consumption  of  beef  nearly  doubled  during  the  decade  1961  to  1970 
and  has  been  increasing  steadily  since.  Consumption  in  1972  was  5,3  lbs.  for 
beef  and  Ministry  figures  show  use  of  beef  increased  in  the  October,  1972  -- 
September,  1973  period  by  29.5  percent  over  the  comparable  period  a  year 
earlier.  These  figures  compare  with  1973  per  capita  consumption  of  beef  in 
the  U.S.  of  116  pounds  with  1974  running  ahead  of  this  figure  on  an  annual  basis. 

Most  of  any  increase  in  beef  consumption  must  come  from  imports  as  the 
domestic  cattle  industry  and  beef  production  is  severely  limited  by  the  very 
small  amount  of  land  area  available  for  cattle  production  and  the  increasing 
demand  for  land  for  industrial  use  as  the  Japanese  GNP  grows.  For  example, 
beef  imports  in  1972  totaled  57,609  tons  valued  at  $79,376,000  U.S.  representing 
an  increase  of  170  percent  over  1971.  Based  on  the  continuing  disparity  in  the 
Japanese  trade  account  with  other  nations  which  accounted  for  a  $19,000,000,000 
plus  foreign  exchange  surplus  by  February,  1973,  the  Japanese  government 
moved  to  liberalize  imports  and  concentrate  on  improving  quality  of  life  for 
Japanese  consumers  rather  than  the  extreme  emphasis  on  exports. 

A  consequence  of  this  policy  was  a  relaxation  on  beef  imports  which  was  en- 
larged to  160,000  metric  tons  for  the  1973  year  and  which,  by  last  February, 
created  a  beef  surplus  on  hand  in  Japan  of  over  70,000  metric  tons  in  ware- 
houses including  both  frozen  and  chilled.  This,  in  turn,  caused  a  price  de- 
pression which  created  severe  hardship  on  the  domestic  cattle  industry  and 
resulted  in  the  government  action  last  spring  to  suspend  the  quotas.  There  has 
been  considerable  speculation  about  when  and  to  what  extent  the  government 
would  lift  the  import  restrictions  on  beef.  Some  input  from  Japanese  trading 
company  executives  as  well  as  USDA  Foreign  Agricultural  Service  experts 
has  speculated  that  this  would  happen  when  the  wholesale  price  of  domestic 
beef  came  up  to  a  level  of  1,050  yen  per  kilo.  (In  September,  this  price  was 
about  850  yen.) 

In  the  meantime,  beef  inventories  in  storage  have  been  reduced  to  a  level  of 
20,000  metric  tons  of  which  almost  all  is  frozen.  A  continued  decline  in  these 
inventories  would  seem  to  suggest  some  relaxation  of  quotas  before  year  end 
and  new  quotas  for  next  year  to  be  set  at  a  level  which  might  be  somewhat  less 
than  1973  levels. 

An  important  factor  which  contributes  to  the  long  term  prospects  for  increased 
beef  imports  is  the  continuing  general  decline  in  domestic  beef  production. 
This  is  caused  by  the  basic  changes  in  the  intrinsic  agricultural  structure  of 
Japan  which  has,  in  the  past,  been  a  highly  intensive  method  of  farming  with 
small  farm  households  which  depended  to  a  large  extent  on  draft  animals  in 
the  form  of  Black  Wagyu  cattle.  These  animals,  in  addition  to  serving  as 
draft  animals,  were  slaughtered  for  beef  and  provided  an  important  part  of 
total  beef  production  --  up  to  one  third  of  the  total  domestic  output. 

In  recent  years,  an  increasing  number  of  farm  households  have  become  de- 
pendent on  outside  income  and,  at  present,  the  part-time  farmer  who  combines 
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farming  (working  only  seasonally  or  part-time  on  fam-ly  farms)  with  other 
jobs  account  for  an  amazing  87  percent  of  total  Japanese  agricultural  produc- 
tion. Along  with  this  phenomenon,  there  has  been  an  active  government  program 
of  helping  and  subsidizing  sophisticated  mechanization  on  the  farm  so  that, 
along  with  a  decline  in  agricultural  population,  thirc  has  been  an  increased 
proportion  of  farmers  available  for  outside  work. 

A  direct  result  of  this  substitution  of  machinery  for  draft  animals  has  been  a 
steady  reduction  in  the  number  of  Black  VVagyu  cattle  employed  in  the  farming 
sector  and,  consequently,  a  significant  reduction  in  beef  derived  from  slaughter 
of  these  animals.  This  decline  in  domestic  beef  production  coupled  with  in- 
creased demand  makes  the  future  for  beef  exports  to  Japan  quite  bright  in  spite 
of  the  present  difficulties.  The  extraordinary  inflation  rate  in  Japan  this  past 
year  --  running  at  24  percent  —  has  also  contributed  to  a  lessening  of  demand 
for  luxury  items  by  consumers.  The  inflationary  trend  in  Japan  is  severe  and  the 
33  percent  increase  in  industry  wide  wages  last  spring  will  intensify  the  pressure. 
Pressure  on  the  yen  which  has  declined  to  around  300  to  the  dollar  will  increase 
the    cost   of   imports   and   this   will   have    a  moderating  effect  on  beef  imports. 

However,  it  would  seem  reasonable  to  forecast,  in  the  absence  of  cataclysmic 
economic  collapse,  that  meat  imports  will  be  a  continuing  and  growing  element  -- 
the  question  is  primarily  one  dealing  with  the  structure  of  the  quotas  as  they 
are  opened  up  and  the  competitive  situation  with  beef  coming  from  other  areas 
of  the  U.S.  and  from  Australia.  During  our  visit  to  Japan,  Mr.  Wilferd  Phillipsen, 
U.S.  assistant  agricultural  attache,  had  conversations  with  the  Japanese  Minis- 
ter  of   Fisheries    and   Agriculture   on  this  subject  and  he  reported  as  follows: 

".  .  .  the  price  stability  scheme  for  beef  that  the  Japanese  government  has  now 
under  study  and  what  they're  going  to  do  before  they  allow  any  imports  of  beef 
as  we  understand  it  now  is  to  put  this  price  stability  scheme  into  effect.  When 
we  tried  to  pin  down  the  Minister  of  Fisheries,  Forestries  and  Agriculture 
yesterday  (September  17)  as  to  what  the  terms  of  this  price  stability  scheme 
would  be,  he  said  that  it  had  not  been  determined  yet  but  he  did  indicate  that 
they  are  considering  a  scheme  that  is  very  similar  to  the  one  they  now  have 
in  effect  for  pork.  The  one  for  pork  is  a  variable  levy  that  has  a  trigger  point 
when  the  domestic  price  of  pork  reaches  a  certain  bottom  floor  level,  then 
there  is  a  variable  levy  that  is  put  on  that  approximates  the  value  of  the  pork. 

"This  effectively  cuts  off  imports  of  pork  until  the  domestic  pork  price  con- 
tinues on  up  until  it  reaches  another  trigger  point  -  when  those  figures  are 
available,  we  can  get  them  -  when  they  will  again  allow  imports  --  what  worries 
us  about  this  kind  of  a  system  is  that  the  supplier  cannot  make  any  long  time 
plans  -  he  can  just  sit  by  ready  with  some  pork  to  ship  into  Japan  when  the 
price  gets  down  and  he  doesn't  really  know  at  the  start  of  the  year  or  the  start 
of  a  three-month  period  how  much  pork  he'll  be  shipping  into  this  market  and 
if  they  do  adopt  the  same  system  for  use  in  beef  but  adopting  most  of  the  rules 
they  have  for  pork,  we're  afraid  it  will  make  it  difficult  for  suppliers  in  the 
U.S.  to  supply  this  market  and  do  a  job  of  promoting  their  beef  because  nobody 
we  feel  wants  to  come  in  and  put  on  a  promotion  unless  Uiey  feel  that,  if  they 
win  part  of  a  market,  they'll  be  able  to  keep  that  part  of  the  market." 
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Mr.  Phillipsen  told  us  that  the  Minister  indicated  that  this  problem  would  be 
considered  in  coming  up  with  a  final  arrangement.  Subsequent  conversations 
with  various  trading  companies'  officials  indicated  that  they  were  also  aware 
of  this  possibility  for  a  quota  scheme  but  suggested  that  it  might  be  p>ossible 
to  find  practical  ways  of  dealing  with  this  problem.  One  idea  which  has  been 
advanced  is  to  exempt  a  percentage  of  the  overall  quota  on  a  quantitative  basis 
so  that,  at  least  to  some  extent,  definite  marketing  plans  can  be  made.  Ken 
Nuernberg  of  FAS  is  now  of  the  opinion  that  quotas  will  not  be  reopened  until 
the  end  of  the  year  or  possibly  the  spring  of  1975.  He  thinks  there  is  a  fair 
likelihood  of  a  countervailing  duty  being  applied  which  is  tied  to  domestic 
price  levels  for  beef. 

The  pessimism  regarding  quotas  seems  universally  applicable  to  the  short- 
term  period  of  the  next  three  to  six  months  --  a  period  during  which,  in  any 
event,  Glasgow  would  not  be  concerned  with  the  problem  since  it  would  be  at 
least  that  long  before  startup  and  operation  of  the  slaughtering  and  packing 
operation  could  commence. 

The  meat  buyer  for  Dai-ei  (a  large  supermarket  chain  of  110  stores  which  buy 
thru  Marubeni)  indicated  that  U.S.  top  choice  cuts  landed  in  Tokyo  would  have 
to  be  priced  at  $2.58  per  pound  which  is  the  price  they  are  presently  paying. 
The  Japanese  consumer  appreciates  well-marbled  beef  and  the  Kobe  beef  -- 
derived  from  the  Black  Wagyu  cattle  which  corresponds  to  fine  quality  U.S. 
Prime  cuts  —  is  selling  at  retail  for  astronomical  prices  compares  to  lower 
grades  and  compared  to  prices  in  the  States  for  comparable  quality.  Visits  were 
made  to  the  meat  departments  of  the  Isetan,  Keio  and  Odakyu  department  stores 
where  comparative  prices  were  checked.  In  each  case,  prices  for  top  quality 
Kobe  type  fresh  tenderloins  or  strip  loins  were  priced  from  1,200  yen  to  1,350 
yen  per  100  grams.  At  13,500  yen  per  kilo,  this  converts  to  6,136  yen  per  pound 
or  just  at  $21.00  per  pound  U.S.  These  stores  were  all  in  the  vicinity  of  Shinjuku 
station  and  prices  in  downtown  Tokyo  were  found  to  be  similar. 

A  detailed  recap  of  all  discussions  held  in  Tokyo  would  be  tedious  and  redundant 
as  much  of  what  we  learned  from  one  source  was  corroborated  by  others.  The 
lack  of  any  strong  differences  of  opinion  concerning  prospects  for  importing 
Montana  beef  seemed  suspicious  at  first  as  the  thought  occurred  that  we  must 
be  missing  something.  However,  it  became  increasingly  clear  that  the  under- 
lying fundamentals  were  known  and  recognized  by  the  knowledgeable  people  in 
the  industry'  as  basic  and,  therefore,  conclusions  drawn  from  these  fundamentals 
were  bound  to  be  similar. 

The  consensus  arrived  at,  on  which  agreement  was  practically  universal,  indicated 
that: 

Beef  consumption  in  Japan  would  increase  greatly  with  allowances  for 
temporary  plateaus. 

Well-marbled   quality    such    as  U.S.  Top  Choice  or  Prime  grades  are 
highly  desirable. 

Chilled  beef  is  preferred  to  frozen. 
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Montana    beef    can    be    brought   into   Japan    successfully   when  quotas  open  if: 

1.  Dspendable  supplies  and  consistent  uniform  quality  are  msintained. 

2.  Delivered   price    C  i    F  Tokyo   is    competitive   with  other  sources. 

3.  An  aggressive,   iiuiovative  and  sustained  proni' tional  effort  is  made 
to  market  the  Montana  brand  in  Japan. 

Firms  and  individuals  with  whom  personal  meetings  were  held  in  Tokyo  are 
detailed    in   part  on  the  copy  lists  of  the  business  cards  forwarded  separately. 

In  addition  to  those  whose  cards  are  shown,  personal  discussions  were  held  with 
Mr.  H.  E.  McCoy,  President  of  Sears  Roebuck  Overseas,  Inc.,  Mr.  Larry 
Thomasson  and  Mr.  K.  Kiyomya,  Agricultural  Attache  and  assistant  in  the  U.S. 
Embassy. 

Telephone  conversations  in  Tokyo  were  conducted  with  Messrs.  Ichihashi  and 
Kobayashi  of  C.  Itoh  who  are  also  important  beef  importers  but  with  whom  we 
were  unable  to  meet  in  person  because  of  limited  time  and  conflicting  appoint- 
ments in  Tokyo.  Telephone  briefing  calls  were  made  to  Russ  Emerson.  V.P. 
of  Flying  Tigers,  Phil  Calkins  of  Northwest  Orient  and  Taro  Inada  of  World 
Airways. 

Personal  calls  on  Messrs.  Lawrence  Connell  and  Kanji  Mito  of  Sears  Roebuck 
Overseas  Inc.,  Mr.  Don  Olson  of  Montgomery  Ward  International,  Inc.  and  upon 
Messrs.  Okumura  and  Hashimoto  of  Sony  will  be  reported  on  in  Section  VI  of 
this  report. 

.Although  some  aspects  of  the  Japanese  beef  situation  —  taken  along  with  the 
worsening  economic  environment  in  Japan  --  might  indicate  a  pessimistic  fore- 
cast for  would-be  Glasgow  exporters,  a  perspective  view  would  still  seem  to 
justify  confidence  and  optimism.  For  example,  beef  imports  increased  from 
57,609  metric  tons  in  1972  to  127,224  metric  tons  in  1973.  As  a  consequence, 
the  enlarged  beef  import  quotas  of  160,000  tons  for  1974  created  a  glut  which 
resulted  in  the  suspension  of  quotas  discussed  earlier.  However,  U.S.  imports 
rose  from  597  tons  in  1972  to  9,527  tons  in  1973  -  an  increase  of  almost 
sixteenfold.  Admittedly,  this  increase  was  on  a  relatively  small  base  but  this, 
in  turn,  is  a  measure  of  the  opportunity  for  further  expansion  of  the  U.S.  (hope- 
fully Glasgow)  participation  in  the  market. 

Livestock  imports  from  U.S.  to  Japan  were  489  cattle  in  1972  and  1,515  in  1973. 
1974  estimates  were  originally  projected  for  a  total  of  2,200  from  the  U.S. 
along  with  an  estimated  beef  quota  of  180,000  metric  tons.  The  1974  forecasts 
were  disturbed  by  the  impact  of  inflation  in  Japan  on  consumer  purchases  and 
the  withholding  in  1973  --  at  government  request  --  of  normal  slaughtering  of 
breeding  cattle  and  retaining  dairy  calves  for  fattening  --  all  of  which  resulted 
in  a  decline  of  23  percent  in  domestic  beef  production  in  Japan  during  1973. 
This  was,  in  part,  compensated  for  by  the  increase  in  imports;  but  the  final 
result   was    an   inventory   of  4    million   cattle    as  of  February  1,  1974  of  which 
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2.2  million  were  beef  cattle  or  dairy  breed  cattle  being  raised  for  beef.  These 
are  the  factors  that  led  to  a  suspension  of  the  beef  quotas  last  spring. 

We  have  stated  above  our  conviction  that  beef  consum;?tion  in  Japan  would 
increase,  that  fresh  well-marbled  U.S.  Prime  or  Top  Choice  grades  were 
highly  desirable  and  that,  subject  to  reopening  of  quotas,  we  believed  that 
Glasgow  beef  could  be  exported  successfully  by  air  to  Japan  if  three  con- 
citions  were  met.  We  wish  to  elaborate  on  these  points  in  terms  of  the  things 
that  will  be  required. 

The  importance  of  establishing  Montana/Glasgow  as  a  source  of  high  quality 
well-marbled  top  choice  or  prime  cuts,  custom  fabricated  and  packed  for  the 
Japanese  market  must  be  clearly  understood  by  all  parties  in  Montana  and 
cannot  be  stressed  too  strongly.  Grass  fed  beef  will  appear  to  the  Japanese 
as  being  synonymous  with  Australian  beef  and  this  would  put  Glasgow  in  com- 
petition for  that  part  of  the  market  where  it  would  be  almost  impossible  to 
compete  on  a  price  basis. 

In  addition  to  establishing  a  reputation  for  fine  quality  which  is  consistent,  the 
Glasgow  beef  source  also  must  establish  a  reputation  for  availability  which  is 
regular  and  dependable.  If  the  variable  levy  is  set  up  for  quotas,  this  may  be 
difficult  but,  if  it  is  difficult  for  us,  it  also  will  be  difficult  for  other  sources. 
Close  and  intimate  contact  with  Ministry  of  Agriculture  and  Fisheries  officials  -- 
either  directly  or  through  specific  trading  company  executives  -  should  provide 
sufficient  insight  into  anticipated  actions  so  that  some  advance  planning  can  be 
done.  Of  course,  if  part  of  such  a  quota  (if  and  when  set  up  on  this  basis)  is  set 
aside  as  an  absolute  amount,  then  the  problem  is  greatly  simplified.  The  point 
to  consider  here  is  that  someone  is  going  to  get  beef  into  Japan  under  whatever 
quota  program  is  set  up  and  Glasgow  should  be  and  can  be  in  on  it  if  there  is 
sufficient  determination  to  do  so. 

The  second  point  to  consider  is  the  necessity  for  Glasgow  beef  to  be  com- 
petitive on  a  price  basis.  If  we  use  JAL's  charter  figure  for  a  DC-8F-62, total 
charter  and  ferry  costs  will  come  fairly  close  to  $33,000  plus  ground  handling 
expense  as  yet  unknown  at  Glasgow.  A  rough  estimate  of  $34,500  is  logical. 
A  payload  of  72,000  pounds  on  the  Anchorage -Tokyo  leg  is  probable  and  10 
pallet  positions  with  a  tare  of  250  pounds  each  plus  50  pounds  each  for  insula- 
tion will  bring  net  payload  to  69,000  pounds.  Therefore,  a  figure  of  50  cents 
per  pound  is  useful  for  preliminary  advance  planning. 

Surface  transportation  from  middle  west  packers  to  Tokyo  will  run  about 
14  cents  per  pound  leaving  a  differential  of  36  cents.  Ultimately,  the  acceptance 
of  this  high  quality  consistently  superior  beef  with  longer  shelf  life  available 
to  the  Japanese  importer  will  probably  enable  Glasgow  to  get  a  premium  for 
such  airborne  beef.  Since  duty  in  Japan  is  applicable  to  the  landed  cost,  any 
premium  in  price  paid  by  the  buyer  will  add  an  extra  2  5  percent  in  duty  to 
that  premium.  It  is  not  unreasonable  to  expect  that,  after  satisfactory  trading 
experience  extending  over  a  period  of  time,  the  Japanese  importer  can  be 
expected    and  will  be  willing  to  pay  a  premium  of  perhaps  20  cents  per  pound. 
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Money  cost  at  20  percent  per  year  on  one  pound  at  $2.50  value  would  be  50  cents. 
Based  on  saving  15  days  in  transit,  this  would  come  down  to  2.2  cents  as  a  bare 
minimum  trade-off  even  if  the  importer  maintained  no  inventories  on  hand  in 
Japan.  Less  damage  and  spoilage  in  transit  could  bring  this  figure  to  3  cents 
per  pound. 

However,  if  the  importer  (trading  company  or  wholesaler)  maintained  an  in- 
ventory of  beef  to  supply  his  customers,  it  is  possible  that  equivalent  customer 
service  could  be  rendered  using  air  shipment  without  any  stocks  being  main- 
tained on  hand.  In  this  case,  the  savings  to  the  importer  would  be  substantially 
greater.  For  example,  a  trading  company  with  a  beef  inventory  in  Tokyo  of 
$500,000  which  turned  over  four  times  a  year  would  have  a  total  movement  of 
800,000  pounds  and,  at  an  inventory  carrying  cost  of  35  percent,  would  have 
a  trade-off  savings  of  $175,000  or  21.9  cents  per  pound.  A  definitive  examina- 
tion of  this  trade-off  economics  should  be  made  in  Tokyo  to  document  the 
extent  of  the  advantages  to  the  importer  there  from  having  beef  air  shipped 
to  Japan.  It  is  reasonable  to  expect  that,  in  view  of  such  inventory  savings,  the 
importer  would  be  agreeable  to  step  up  to  a  premium  for  the  goods  which  were 
air  shipped  in  the  amount  of  10  to  12  cents  per  pound  as  a  minim im.  Refer  to 
Mr.  Evans' unsolicited  comment  on  this  score  in  the  Hong  Kong  report. 

The  other  consideration  for  the  importer  is  that  he  should  be  able  to  sell  the 
air  fresh  --  air  delivered  Montana  beef  at  a  premium  over  and  above  the  price 
for  plain  vanilla  surface-shipped  beef.  How  much  this  is  worth  can  be  deter- 
mined only  after  gaining  experience  and  earning  a  reputation  for  excellence 
which  will  carry  through  to  the  ultimate  consumer.  With  Kobe  beef  selling 
in  excess  of  $20.00  per  pound  at  retail,  it  is  clear  that  there  is  ample  room 
in  the  pricing  structure  for  a  premium  price  if  the  excellence  of  the  Montana 
quality  is  demonstrated  and  dramatized. 

In  any  event,  at  least  initially,  this  means  that  Glasgow  will  have  to  sell  on  a 
delivered  price  basis  to  the  orient  at  a  figure  which  represents  15  cents  to 
20  cents  per  pound  less  net  revenue  than  competing  U  .S.  sources  for  equiva- 
lent quality  beef.  How  this  can  be  done  and  still  operate  at  a  profit  is  not 
clear  since  considerable  arithmetic  will  be  necessary  in  order  to  come  up 
with  a  definitive  answer.  However,  if  we  contemplate  moving  70,000  pounds 
a  week,  we  are  talking  about  $14,000  per  week  or  approximately  three-quarters 
of  a  million  dollars  per  year. 

This  is  a  significant  sum  but  a  coordinated  project,  with  cattlemen  participating 
in  the  slaughterhouse  operation  to  insure  a  constant  supply  for  full-scale,  un- 
interrupted killing  operations,  can  effect  a  substantial  economic  advantage. 
Add  to  this  the  low  investment  base  for  putting  the  Glasgow  slaughterhouse 
into  operation  and  the  considerable  dollar  benefits  in  low  cost  use  of  various 
government  buildings  at  Glasgow  Air  Force  Base  and  it  seems  logical  that 
the  transportation  differential  to  be  absorbed  by  Glasgow  may  well  be  offset 
by  the  aggregate  of  these  pluses  and  savings  that  accrue  because  of  the  special 
situation  at  Glasgow, 

It    certainly    is    recognized  that  this  is  a  highly  speculative  move  to  the  extent 
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that  its  success  depends  laxgelv  on  penetrating  the  market  in  Japan  for  Montana 
beef.  In  recommending  that  this  program  be  implemented,  we  also  realize  that 
our  fallback  position  is  the  domestic  U.S.  market.  Everything  we  have  said 
about  the  export  opportunity  is  equally  applicable  to  the  U.S.  market  develop- 
ment but  without  the  speculative  risk  involved  in  absorbing  transportation 
costs  of  up  to  20  cents  or  more  per  pound.  The  exploitation  of  the  U.S.  market 
will,  in  any  event,  be  an  integral  part  of  this  program  for  it  is  only  the  top 
fabricated  cuts  such  as  strip  loins,  T- Bones  and  similar  cuts  which  will  be  used 
for  air  export. 

Considering  the  total  magnitude  of  the  feedlot,  slaughtering  and  packing  involved, 
the  transportation  absorption  will  be  only  several  percentage  points  of  aggre- 
gate revenues.  If  offsetting  savings  are  realized  because  of  the  inherent  advan- 
tages of  the  Glasgow  facilities,  then  the  export  business  should  be  fully  profitable 
on  top  of  a  normally  profitable  domestic  operation. 

Detailed  economic  data  and  pro  forma  projections  as  set  forth  in  U.S.D.A.  service 
report  No.  140  plus  other  studies  referred  to  earlier  seem  to  reinforce  the 
suggestion  that  both  backgrounding  and  feedlot  operation  for  Northeastern  Montana 
would  be  profitable  along  with  slaughtering  and  packing.  Adding  to  this  the  di- 
mension of  custom  packing  selected  cuts  for  air  export  to  Japan  brings  in  an 
added  dimension  of  volume  but  also  involves  the  use  of  the  air  field  facility  for 
limited  commercial  operations  which  then  become  the  nucleus  for  other  aviation 
related  activities  which  may  be  attracted  to  use  the  facility.  The  draft  report 
dated  August  28,  1974  to  be  published  as  Extension  Circular  115  7  by  Kropf 
and  Greer  also  suggests  a  profit  potential  in  a  Sidney  slaughterhouse  location. 

The  third  major  ingredient  in  achieving  a  successful  export  of  beef  to  Japan 
is  an  innovative  and  aggressive  marketing  effort.  The  accompanying  photos, 
taken  during  the  week  of  September  16,  1974  at  several  large  department  store 
food  sections  in  the  Shinjuku  area,  clearly  demonstrate  the  need  in  view  of  the 
activities  of  the  Australians.  The  photo  which  shows  the  Japanese  sales  clerk 
wearing  an  apron  on  which  is  stencilled,  "1  love  Australia",  was  taken  at 
the  Isetan  store  during  a  special  promotion  featuring  Australian  meat  products 
which  involved  decorating  the  entire  food  section  with  banners  and  signs  pro- 
claiming, "Australian  Foods  Fair." 

The  promotional  effort  is  necessary  not  only  to  build  up  acceptance  and  demand 
of  Glasgow  beef  at  the  ultimate  consumer  level  but  also  to  demonstrate  to  those 
trading  companies  and  meat  wholesalers  that  the  Glasgow  Group  is  dedicated 
and  serious  about  the  effort.  The  willingness  of  the  Japanese  importer  and 
trading  company  who  actually  will  order  the  beef  from  the  Glasgow  source  is 
dependent  not  only  on  quality  and  price  but  also  on  the  sincerity  and  personal 
relationships  that  are  developed  between  them  and  the  source  and  upon  their 
conviction  that  the  supplier  is  making  a  commitment. 

An  investment  in  strong  promotional  efforts  is,  therefore,  essential  not  only 
to  create  demand  on  the  part  of  the  consumer  but  also  to  show  to  the  actual 
importers  and  trading  firms  that  Glasgow  means  business. 


24 


There  are  29  trading  companies  which  have  import  licenses  to  bring  beef  into 
Japan.  Only  seven  of  these  firms  are  really  active  and  we  selected  four  of 
these  seven  for  follow  up,  i.e.:  Mitsui,  Mitsubishi,  Marubeni  and  C.  Itoh.  We 
contacted  the  New  York  Office  of  each  of  these  firms  and,  following  discussions 
with  food  specialists  or  management  individuals,  secured  the  name  of  the 
principal  meat  buyer  who,  in  every  case,  was  located  in  Chicago. 

We  instituted  phone  conversations  with  each  of  these  men  who  were  all  ex- 
tremely cooperative  and  furnished  much  background  material.  Still  lacking 
from  these  discussions  was  an  understanding  of  the  workings  of  the  quota 
system  and  particularly  a  clear  picture  of  what  it  would  take  to  get  launched 
in  the  Japanese  market.  The  trading  companies  who  actually  handle  the  mechanics 
of  importing  beef  are  not  the  ones  who  are  given  the  quota  assignments  by  the 
government.  The  quotas  are  issued  to  importers  and  meat  wholesalers  and,  in 
the  case  of  the  hotel  and  restaurant  quotas,  to  individual  hotels  or  restaurants 
or  chains. 

These  importers  then  assign  an  equivalent  quota  along  with  an  order  for  the 
amount  and  type  of  beef  wanted  to  the  trading  company  with  whom  they  are 
aligned.  Sometimes  an  importer  deals  with  more  than  one  trading  company 
and,  conversely,  a  trading  company  will  procure  beef  for  more  than  one  im- 
porter. The  Tokyo  office  of  the  trading  company  concerned  will  transmit  the 
order  to  their  Chicago  office  and  the  order  to  the  U.S.  exporter  will  be  placed 
by  the  buyer  in  Chicago.  Payment  normally  is  settled  between  the  exporter  and 
the  Chicago  buying  office  and  internal  transmission  of  funds  is  arranged 
separately    between    the    Chicago    and   Tokyo   offices   of   the  trading  company. 

Distribution  in  Japan  generally  involves  at  least  two  wholesale  middlemen 
and,  frequently,  three  and  even  four  intermediate  layers  in  the  pipeline.  To 
go  through  the  normal  channels  to  reach  local  neighborhood  stores  would  be  pro- 
hibitive. The  logical  approach,  therefore,  is  to  attempt  to  deal  with  major  de- 
partment stores  (all  of  whom  have  food  departments  including  meat)  and  also 
supermarket  chains  of  which  there  are  at  least  fifty  to  sixty  who  represent 
important  outlet  opportunities. 

The  three  wholesale  importers  who  bring  in  a  major  part  of  U.S.  imports  are 
Nippon  Ham,  Prima  Ham  and  Ito  Ham.  Nippon  Ham  have  been  working  with 
Montford  and  they  are  closely  tied  to  Mitsubishi  who  have  an  ownership  interest 
in  Nippon.  In  a  similar  manner,  Prima  Ham  are  partly  owned  by  C.  Itoh.  Prima 
is  working  with  Wilhelm  in  Denver.  Ito  Ham  now  has  an  exclusive  agreement 
with  Armour  on  Testender  Beef  but  can  buy  elsewhere.  Ito  is  tied  in  with 
Mitsui  and  Marubeni. 

Assiduous  development  of  the  seven  major  trading  companies  and  these  three 
wholesalers  is  imperative.  It  will  take  careful  continued  personal  cultivation 
by  a  highly  qualified  representative  of  Glasgow  Ijeef;  and  it  will  take  time  to 
reach  the  degree  of  respect  and  confidence  that  will  result  in  orders  for  beef. 

The  major  department  stores  must  also  be  cultivated  in  a  similar  manner 
with   personal  selling  interviews  and  establishment  of  strong  personal  liaison 
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between  the  Glasgow  beef  representative  and  the  store  buyer.  Firms  such  as 
Takashimaya,  Isetan,  Keio,  Odakyu,  Mitsukoshi,  Seibu  and  Matsuzaka  are 
examples  of  the  stores  that  should  be  worked.  There  are  seventeen  such  stores 
in  Tokyo  alone  and  four  of  these  have  one  or  more  full-sized  branch  stores. 
Working  with  those  stores  will  require  not  only  sophisticated  sales  effort  but 
also  joint  efforts  in  store  and  department  wide  promotions  with  display  material, 
banners  and  literature  extolling  the  product.  The  Isetan  joint  promotion  with 
the  Australian  Foods  Fair  is  an  example  of  what  is  needed. 

Organizing  and  implementing  plans  for  seminars  on  U.S.  beef  and  its  use  -- 
public  relations  efforts  to  gain  coverage  in  the  press  and  on  TV  are  extremely 
important.  Participation  and  cooperation  with  USDA  Food  Shows  such  as 
the  upcoming  program  in  Tokyo  next  March  as  well  as  the  JAL  Food  Exhibit 
on  November  22  are  examples  of  the  kind  of  effort  required  in  this  area.  Point 
of  sale  displays  and  giveaways  should  also  be  planned.  Of  the  supermarket 
chains,  three  in  particular  are  important.  Dai-ei  is  particularly  strong  in  the 
western  part  of  Honshu  especially  around  Osaka.  They  have  110  stores  and, 
currently,  have  been  paying  $2.58  per  pound  for  U.S.  Top  Choice  frozen  strip 
loins.  Seiyu  and  Ito  Yokado  are  chains  concentrated  in  the  Tokyo  area  and, 
together  with  Dai-ei,  make  up  a  significant  segment  of  the  U.S.  beef  that  is 
likely  to  move  through  supermarket  channels. 

Ideally,  Glasgow  should  engage  a  top  flight  Japanese  to  work  as  a  full-time 
representative  in  Japan  to  promote  and  sell  the  line.  From  a  practical  view- 
point, this  is  not  a  sound  suggestion  because  of  the  many  complex  problems 
that  would  be  created  in  order  to  get  an  experienced  and  capable  man.  Such 
a  person  would  have  to  be  recruited  from  one  of  the  existing  importers  or  trading 
companies.  It  would  probably  be  better  to  concentrate  on  developing  a  strong 
working  relationship  with  one  of  the  major  trading  companies  as  the  focus  for 
the  promotional  effort  backed  up  by  frequent  visits  from  a  principal  of  the 
Glasgow  group.  Added  to  this,  should  be  an  .American  organization  on  hand  in 
Tokyo  to  act  on  behalf  of  Glasgow  in  this  promotional  effort.  Lee  and  Williams 
of  Tokyo  is  such  a  firm  and  they  handle  PR  for  both  Flying  Tigers  amd  American 
President  Lines  in  the  Orient  as  well  as  a  number  of  other  firms.  I  discussed 
this  idea  tentatively  with  Mr.  William  Savestrom,  who  is  a  principal  of  the  firm, 
and  he  tells  me  that  they  would  be  interested  and  that  they  are  qualified  to  do 
the  kind  of  job  that  would  be  needed.  We  recommend  them.  Their  address  is 
Lee  &   Williams,  2-3  Minami,  Azabu,  5-Chome,  Minato-Ku,  Tokyo  106. 

From  time  to  time,  space  advertising  in  the  press  or  on  TV  might  be  indicated 
in  a  modest  amount.  It  is  necessary  to  remember  that  Japan  is  an  extremely 
important  market  for  Australian  beef  and  other  food  items  and  they  -  the 
Australians  -  have  permanent  full-time  delegations  in  Tokyo.  American  firms 
already  established  as  sources  such  as  Montford  have  a  head  start  on  us. 
Although  the  marketing  group  of  Mr.  Phillipsen  and  others  in  the  Embassy  will 
be  most  helpful  and  cooperative,  they  have  an  obligation  to  be  even-handed  in 
their  treatment  of  all  U.S.  beef  exporters. 

We  have  not  intended  to  present  a  comprehensive  marketing  plan  for  the  launching 
of   Montana   beef    into   Japan   but   rather,  by  treating  some  aspects  in  detail  to 
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The  National  Federation  of  Agricultural  Cooperative  Associations  has  one  half  the 
total  quota  and  the  remaining  three  organizations  each  have  one  sixth  of  the  quota. 
In  addition,  five  trading  companies  are  active  in  livestock  importing  --  Nosawa 
&  Co.,  Unicoop,  Marubeni,  Kanematsu-Gosho  of  Tokyo  and  Seitaro  Arai  &  Co. 
of  Yokohama.  85  percent  of  the  imported  feeder  calves  have  come  by  surface 
ship  from  Australia  and  15  percent  have  come  via  Flying  Tigers  from  the  U.S. 
The  possibilities  of  Glasgow  feeder  calf  export  to  Japan  are  not  entirely  negative 
but,  for  the  present  year  at  least,  would  seem  rather  remote  under  the  duty  free 
allotment. 


Example  of  Australian  Promotion 
Isetan  Department  Store-Shinjuku 


28 


GUAM  --  CHILLED  BEEF: 

The  suggestion  that  Guam  might  represent  an  attractive  possibility  for  ship- 
ments of  Glasgow  chilled  beef  came  about  as  a  result  of  discussions  with  Mr. 
Phil  Brady,  General  Manager  of  Cargo  for  TWA,  Far  East  Region,  who  arranged 
for  our  visit  with  TWA  cargo  head  in  Guam,  Mr.  Paul  Williams. 

Williams  had  set  up  appointments  for  us  with  three  large  importing  firms  and 
accompanied  us  on  the  first  visit  with  Mr.  John  Schoumaker,  President  of 
Amasia  Corporation.  Amasia  brings  in  substantial  quantities  of  fresh  produce 
from  the  mainland  by  air.  Mr.  Schoumaker  handles  very  little  meat  at  present 
but  envisioned  the  possibility  for  a  potential  of  12  to  15  thousand  pounds  a  month 
after  a  buildup  period.  His  specialty  in  Guam  is  fresh  fruit,  produce  and  candy. 
(He  is  the  Nestle  distributor.)  He  transships  considerable  quantities  of  all  these 
items  to  Okinawa.  He  is  interested  and  a  definite  possibility  for  a  custom3r  in 
the  future. 

Miss  Priscilla  Cruz,  Managing  Director  of  Exporta,  is  actually  a  broker.  She 
expressed  concern  that  a  shortage  of  chill  reefer  space  would  have  to  be  over- 
come to  make  a  successful  program.  She  referred  to  Guam  as  a  "frozen  meat 
market"  and  said  that  consumers  were  completely  accustomed  to  frozen  meat; 
and,  if  by  chance  they  bought  some  fresh  meat  at  the  supermarket,  they'd  take 
it  home  and  stick  it  in  the  freezer.  She  commented  that  the  butchers  in  Guam 
have  no  knives  --  only  saws.  However,  on  the  other  hand,  she  felt  that  a  good 
educational  program  could  correct  this  and  that  it  would  not  take  long  to  develop 
an  appreciation  and  preference  for  the  chilled  cuts.  Temporary  chill  reefer 
capacity  could  be  made  available,  she  thought,  by  using  reefer  vans  at  the 
commercial  port  owned  by  Silverada,  a  trucking  outfit.  At  present,  frozen  meat 
comes  in  from  both  Australia  and  New  Zealand  as  well  as  the  U.S.  Miss  Cruz 
estimated  that  Guam  had  a  potential  of  7,000  to  8,000  pounds  per  week  of  chilled 
beef  which  could  be  developed  in  a  relatively  short  time. 

Our  most  interesting  discussion  was  with  Messrs.  Bill  Wood  and  Ray  Goodwin  of 
the  Pay-Less  .Supermarkets  Division  of  Jones  &  Guerrero.  Presently,  they  are 
bringing  in  1,500  pounds  of  Montford  frozen  beef  every  week.  They  agree  with 
Miss  Cruz's  estimate  of  7,000  to  8,000  pounds  a  week  for  chilled  beef  although, 
initially,  they  felt  usage  would  be  only  about  2,500  pounds  per  week.  They  have 
tried  surface  shipment  of  chilled  beef  with  poor  results.  Their  last  such  ship- 
ment arrived  in  spoiled  condition.  Mr.  Wood  would  like  chilled  beef  to  arrive 
at  Guam  on  about  the  10th  day  after  kill  as  they  do  not  wish  to  offer  it  for  sale 
earlier  than  that  and  delays  beyond  that  cut  into  shelf  life  which  is  relatively 
short  on  Guam  because  of  the  heat  and  humidity.  U.S.  Top  Choice  strip  loins 
are  now  at  $3.00  to  $3.25  per  pound  C  &  F  on  Guam.  Mr.  Wood  thinks  it  would 
be  possible  to  pass  on  to  their  customers  an  extra  12  cents  per  pound  for  beef 
brought  in  by  air  freight. 

The  quantities  involved  here  rule  out  charter  operations.  However,  both  TWA  and 
PANAM  serve  Guam  on  a  regular  schedule  daily  so  common  carriage  commodity 
rates  might  be  negotiated.  That  would  make  this  movement  viable  on  the  basis 
of  truck  to  San  Francisco  and  scheduled  service  to  Guam.  The  market  is  there 
apparently   and   no   quotas,    tariffs  or  international  trade  red  tape  is  involved. 
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Both  Pay-Less  and  Exporta  use  and  prefer  PANAM  while  Amasia  prefers 
TWA.  As  an  experiment,  Pay-Less  were  planning  one  A  container  of  chilled 
beef  for  the  week  of  October  1st  using  PANAM  from  San  Francisco  involving 
an  expected  8,000  pounds.  This  potential  would  seem  to  warrant  prompt  follow- 
up  as  part  of  the  Glasgow  project. 

Other  potential  receivers  of  beef  in  Guam  would  be  Foremost,  Connell  Bros., 
Atkins  KroU  Co.  and  Frank  Edwards  Co.  These  firms  were  not  contacted  but 
were  recommended  as  potential  importers  of  beef  by  Mr.  Schoumaker. 


EASTERN  EUROPE  -  CHILLED  BEEF: 

YUGOSLAVIA  represents  a  potential  market  for  import  of  breeding  cattle  de- 
pending on  foreign  exchange  and  credit  availability.  During  1970,  1971  and  1972, 
1,000  Holstein  Friesian  cattle  were  imported  from  the  U.S.  using  CCC  credits. 
Beef  consumption  per  capita  in  Yugoslavia  remained  fairly  stable  between  15 
and  20  pounds  with  lack  of  growth  attributed  to  inability  to  supply  potential 
demand.  Greatly  increased  tourist  activity  has  contributed  to  increased  demand 
for  quality  beef  and,  while  imports  of  beef  probably  will  not  be  permitted,  the 
outlook  for  export  of  breeding  cattle  over  the  next  few  years  is  encouraging. 
In  addition  to  CCC,  possible  financing  for  breeder  stock  may  be  the  U.S.D.A. 
and  the  Export-Import  Bank. 

HUNGARY  has  been  the  first  country  in  Europe  to  disavow  the  dual  purpose 
cattle  concept  and  this  leads  to  good  possibilities  of  shipping  breeder  cattle 
for  both  beef  and  dairy  animals.  Goals  set  several  years  ago  show  a  ratio  of 
55  percent  dairy  cattle,  30  percent  beef  cattle  and  only  15  percent  dual  purpose 
animals.  Holstein-Friesians  will  be  imported  to  improve  the  dairy  breeds  and 
3,000  to  4,000  Hereford  heifers  will  be  needed  annually  to  cross  with  native 
cattle  for  improved  beef  breeds. 

BULGARIA  has  been  bringing  in  cattle  by  air  from  the  U.S.  and  it  is  expected 
that  this  will  continue.  Along  with  Yugoslavia  and  Hungary,  this  country  repre- 
sents a  lively  prospect  for  Montana  livestock  exports. 


MIDDLE  EAST  AND  AFRICA  -  CHILLED  BEEF: 

Preliminary  communications  with  associates  in  Iran,  Zaire,  Nigeria,  Saudi 
Arabia  and  Egypt  indicate  definite  possibilities  for  export  of  livestock  and/or 
chilled  beef.  The  potential  in  this  area  appears  substantial  enough  and  realis- 
tic enough  to  program  a  market  examination  which  will  be  definitive  and  con- 
crete enough  to  crystalize  specific  marketing  plans.  At  present,  correspondence 
is  underway  with  Carowinie  Trading  Co.,  Nigeria;  Mr.  Joseph  Gatt,  Zaire;  Mr. 
Elhamy  Elzayat,  Egypt  and  Saudi  Arabia;  Mr.  Louis  Berman,  Ivory  Coast;  and 
Mr.  Albert  Irmogeni,  Dahomey. 

Information  deveoped  from  these  contacts  but  received  too  late  for  inclusion  in 
our  final  report  will  be  forwarded  separately  as  an  addendum.  It  is  anticipated 
that  some  of  the  intelligence  will  be  positive. 


30 


VI 
RETURN  MOVEMENTS  TO  GLASGOW 


The  use  of  planeload  charters  to  move  either  chilled  beef  or  live  cattle  to 
various  overseas  market  destinations  will  require  generally  either  a  signifi- 
cant ferry  charge  for  positioning  the  aircraft  in  Glasgow  or  a  ferry  charge 
for  return  mileage  from  destination  city  to  aircraft  home  base  or  both.  In 
most  cases,  the  air  carrier  will  make  a  suitable  adjustment  if  a  return  load 
can  be  secured.  However,  the  obvious  advantages  to  Glasgow  make  it  worth- 
while to  insure  such  return  loads  if  at  all  possible.  Considering  the  possibility 
of  charters  in  the  Pacific  to  Japan  and  or  Korea,  it  was  decided  to  make  a 
preliminary  exploration  of  these  possibilities  with  several  large  shippers 
who  might  be  interested. 

Accordingly,  while  in  Tokyo,  we  called  on  Mr.  Don  Olson,  President  of  Mont- 
gomery Ward  Japan,  Ltd.,  who  normally  spends  about  $2,000,000  annually  for 
air  freight  moving  goods  from  the  orient  to  the  U.S.  We  explained  the  possible 
Glasgow  -  Japan  Korea  planeload  movements  and  inquired  about  return  loads 
of  merchandise  from  points  in  the  orient  to  Glasgow  for  transfer  to  the  Barling- 
ton  Northern  for  ultimate  delivery  in  Minneapolis,  Chicago  or  New  York.  Mr. 
Olson  would  not  make  amy  commitment  but  said  he'd  be  interested  in  hearing 
from  us  whenever  we  had  such  a  movement  since  it  was  always  possible  that 
something  might  be  worked  out  —  although  he  was  not  very  positive  in  his  atti- 
tude about  any  transfers  to  the  rails  at  Glasgow.  He  did  say  that,  in  case  such 
a  movement  matenalized,  his  reaction  would  oe  to  favor  continuing  the  return 
charter  to  Minneapolis,  Chicago  or  New  York  and  paying  a  ferry  charge  for 
getting  it  back  to  Glasgow.  In  the  case  of  a  possible  JAL  charter,  it  might  be 
arranged  to  use  a  New  York  based  aircraft  on  the  return  thus  minimizing  the 
net  cost  to  Glasgow.  Mr.  Olson  said  he  would  oe  glad  to  have  us  stay  in  touch 
with  him  as  our  plans  progressed. 

At  Sears  Roebuck  Overseas  in  Tokyo,  we  talked  to  H.E.MoCoy,  President, 
Larry  Connell,  Group  Controller  and  Kanji  Mito,  Traffic  Manager,  to  explore 
the  same  possibility  on  backhaul  to  Glasgow.  Connell,  who  has  overall  manage- 
ment responsibility  over  the  traffic  management  functions,  told  us  he  would  be 
glad  to  consider  this,  on  an  individual  basis,  when  the  time  comes.  We  filled 
him  in  on  the  B  N  facilities  for  the  transfer  at  Glasgow  and,  while  no  container 
load  rate  exists  at  present  from  Glasgow  to  Chicago  or  Minneapolis,  we  inti- 
mated that  it  should  be  possible  to  get  one  since  the  existing  FAK  tariff  from 
Glasgow  to  Chicago  with  70,000  pound  minimum  would  be  $3.50.  In  our  dis- 
cussions with  Mr.  Kevin  Wager,  General  Sales  Manager  of  B/N  for  Interna- 
tional Traffic,  we  found  him  to  be  most  cooperative  and  eager  to  help.  We 
believe  that  this  commodity  rate  possibility  should  be  further  explored  so  that 
quick  action  can  be  taken  as  a  result  of  research  already  accomplished. 

Several  meetings  were  held  inOklahomaCity  with  Mr.  Rigoberto  Saenz  of  Mexico 
City  to  explore  the  possibilities  of  a  charter  backhaul  going  from  Japan  or  Hong 
Kong   to   Mexico   and   thence   to   Glasgow.    This    idea  was  explored  as  a  means 
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whereby  an  Eastbound  backhaul  might  be  secured  from  the  Orient  to  Glasgow 
by  transporting  consumer  goods  to  Mexico  and  then  bringing  beef  carcasses  to 
Glasgow  on  the  dogleg  back  to  Glasgow.  Mr.  Saenz  is  an  advisor  to  the  Mexican 
government  on  industrial  development  and  the  establishment  of  new  industries 
under  the  Border  Cities  Program  whereby  tax  and  other  incentives  are  offered 
to  foreign  business  firms  to  assemble  or  build  goods  in  Mexico. 

Mr.  Saenz  reasoned  in  the  opposite  direction.  He  figured  that  Glasgow  should 
ship  fat  cattle  to  Mexico  for  slaughtering,  packing  and  transport  to  Japan  and 
let  the  return  haul  with  consumer  goods  come  to  the  U.S.  Lower  labor  costs 
in  Mexico  would  justify,  in  his  opinion,  this  kind  of  a  dogleg  instead  of  the  other 
way  around.  However,  he  agreed  to  explore  the  idea  our  way  and  will  get  back 
to  us. 


Colorado  Beef  Promotion 
Features  Seal  of  Quality 
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VII 

GLASGOW  --  INTERNATIONAL  PORT  OF  ENTRY 

AND/ OR 

FOREIGN  TRADE  ZONE 


Return  charter  loads  such  as  suggested  in  Section  V  would  require  that  Glasgow 
be  designated  an  international  port  of  entry  whicli  should  be  possible  if  activity 
warranted  doing  it.  The  use  of  this  facility  as  a  cargo  distribution  center  for 
U.S.  distribution  of  imported  goods  seems  n  /emote  possibility  at  the  present 
time.  A  Business  Week  article  of  July  27,  1974  refers  to  a  state-sponsored 
study  which  examined  the  prospects  of  using  the  former  SAC  facility  at  West- 
over  as  a  huge  all-cargo  base.  The  study  referred  to  turns  out  to  be  some 
comments  included  within  a  study  by  Wolf  and  Company  on  civilian  reuse  of 
Westover. 

Some  of  the  information  in  these  comments  is  applicable  to  the  Glasgow  situa- 
tion and  some  is  not;  but  a  copy  of  these  comments  is  shown  as  Appendix  C. 
Use  of  Glasgow  Air  Force  Base  as  an  arrival  port  for  charter  backhauls  with 
direct  on-forwarding  by  truck  or  rail  would  seem  to  be  logical.  However,  its 
use  in  the  near  future  for  a  general  distribution  center  for  imported  goods  is 
not  promising. 

Plans  which  have  been  discussed  for  making  Glasgow  an  important  corporate 
jet  refueling  facility  for  transcontinental  business  flight  operations  are  not 
considered  practical  according  to  our  experience.  Executive  Jet  Aviation  of 
Columbus,  Ohio  operate  the  largest  fleet  of  corporate  jet  aircraft  in  the  world 
using  Westwinds,  Falcons  and  Lear  Jets.  Their  customers  are  exclusively 
major  corporate  users  --  average  length  of  haul  is  600  miles.  Business  jets 
are  used  intensively  to  augment  airline  schedules  where  service  is  infrequent 
or  direct  flights  are  not  available  but  relatively  few  company  planes  are  used 
for  uninterrupted  transcontinental  flights  where  refueling  might  be  required 
enroute. 

For  companies  who  have  such  a  requirement,  the  existence  of  the  G'ilfstream  II 
and  the  Jetstar  permit  not  only  transcontinental  non-stop  operations  but  also 
transAtlantic  non-stop  operations.  Most  corporate  jet  users  planning  transcon- 
tinental trips  with  no  intermediate  stops  required  for  business  meetings  will  use 
the  airlines. 

The  possibility  of  using  Glasgow  as  an  alternate  or  diversion  airport  for  inter- 
national flights  a  la  Bangor,  Miine  is  worth  exploring  but,  by  comparison  with 
Bangor,  the  scope  of  such  potential  is  much  less.  The  most  logical  applica- 
tion would  be  for  polar  flights  westbound  during  winter  months  from  Europe 
to  U.S.  west  coast  destinations.  This  does  not  mean  that  east  boiuid  polar  flights 
might  not  avail  themselves  of  the  facility  as  well  as  polar  flights  east  bound 
from  the  Orient  either  direct  or  via  Anchorage  to  west  coast  and  internal  U.S. 
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cities.  Just  as  in  the  case  of  Bangor,  however,  the  promotion  of  this  concept 
will  take  time,  patience  and  continued  selling  activity  by  Glasgow  to  convince 
the  airlines  to  set  up  their  operations  to  use  Glasgow  in  this  fashion. 

It  should  be  noted  that  the  CaB  order  granting  PANAM  flagstop  authority  at 
Bangor  on  Route  130  (Pacific)  and  Raute  13:2  (Atlantic)  effective  May  10,1974 
following  similar  approval  for  Seaboard  in  January,  1974  came  about  as  a 
result  of  a  show  cause  order  by  the  CAB  after  receipt  of  a  Petition  by  PAN\M 
which,  in  turn,  came  about  as  a  result  of  the  CAB  "invitation"  to  carriers 
concerned  to  apply  for  the  authority.  This  "in/itation"  was  prompted  by  a 
C.\B  Bureau  of  Operating  Rights  feasibility  study  and  presentation  in  March, 
1973  and  was  based  on  the  recognition  that  Bangor  was  an  already  established 
major  east  coast  technical  and  refueling  stop  with  U.S.  government  inspection 
services  including  health,  immigration,  agriculture  and  customs.  This  present 
status  has  grown  from  58  international  flights  and  438,000  gallons  of  Jet  fuel 
pumped  in  1968  to  thousands  of  flights  and  tens  of  millions  of  gallons  of  jet  fuel 
currently. 

It  has  been  a  long  and  determined  struggle  for  Bangor  and  one  which  Trans 
East  has  done  a  good  job  in  promoting.  The  difference  between  Bangor  and 
Glasgow  suggests  that,  while  some  ultimate  success  is  possible,  it  will  not 
be  quick  or  easy  to  attain.  It  would  seem  that  this  should  be  a  secondary 
priority  after  getting  initial  commercial  flight  operations  started  for  the 
beef  and  cattle  exports. 

The  possibility  of  establishing  Glasgow  Air  Force  Base  as  a  Foreign  Trade 
Zone  also  has  merit  but  much  will  need  to  be  done  to  get  ready  for  it  and 
Insure  sufficient  activity  to  make  it  successful.  With  this  in  mind,  we  enlisted 
the  assistance  of  Mr.  Akira  Ogasawara,  Cargo  Manager  of  JAL  to  establish 
contact  with  the  responsible  executives  of  SONY  head  office  to  explore  their 
thinking  on  use  of  such  a  facility.  Accordingly,  on  September  20,  we  met  with 
Messrs.  Okumura  and  Hashimoto  at  the  Sony  head  office  in  Shinagawa.  Sony's 
policy  has  been  to  establish  overseas  plants  and  manufacturing  operations 
strictly  on  the  basis  of  economic  trade-offs  based  on  total  costs  of  production 
with  special  emphasis  on  worker  productivity.  They  are  pleased  with  the  San 
Diego  manufacturing  facility  and  are  in  the  process  of  expanding  their  manu- 
facturing operations  there. 

They  informed  us  that  decisions  concerning  future  U.S.  plant  locations  for 
complete  manufacturing  or  limited  assembly  would  depend  largely  on  recom- 
mendations of  the  U.S.  subsidiary  --  Sony  Corporation  of  .America  at  9  West 
57th  St.,  New  York.  Mr.  Harvey  L.Schein  as  President  and  CEO  as  well  as  Mr. 
Robert  H.  Traeger,  Vice  President  Technical  Operations  and  Mr.  Michael  P. 
Schulhof,  Manager  Special  Projects  all  at  the  New  York  address  would  be  in- 
fluential in  such  decisions.  In  addition,  Mr.  Steve  Kodera,  ass't  Vice  President 
and  General  Manager  of  the  San  Diego  plant  would  also  have  a  strong  voice. 
The  possibility  of  establishing  assembly  and  distribution  facilities  at  Glasgow 
for  U.S.  or  re-export  customers  would  be  considered  objectively  by  Sony  and 
we  left  the  meeting  with  the  hope  of  staying  in  touch  with  them  and  of  contacting 
the  U.S.  executives  as  the  Glasgow  plans  crystallized. 
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As  part  of  our  interest  in  this  subject,  we  met  with  principals  of  the  Gate- 
way Plaza  Foreign  Trade  Zone  in  Kansas  City  to  become  acquainted  with 
their  operation.  This  Foreign  Trade  Zone  is  a  sub-zone  located  in  the  One 
Hundred  Million  Dollar  Gateway  Plaza  Project  at  the  entrance  of  the  new 
Kansas  City  International  Airport.  The  main  zone  is  located  in  the  limestone 
caves  just  10  miles  from  Kansas  City  which  is  already  being  used  substantially. 
No  activity  is  present  so  far  for  the  airport  facility  which  is  still  in  process  of 
completion.  It  is  clear  that,  when  established,  the  central  location  and  airline 
service  would  make  it  a  much  more  logical  choice  than  Glasgow  for  someone 
thinking  in  terms  of  this  kind  of  activity.  This  does  not  preclude  the  successful 
operation  of  a  Glasgow  zone  but  it  does  point  up  the  necessity  of  an  aggressive 
development  and  the  difficulties  to  be  encountered. 

Much  of  the  work  to  develop  use  for  the  zone  would  have  to  be  done  by  contact 
at  head  office  level  of  overseas  firms.  It  is  possible  that  the  personnel  and 
facilities  used  to  promote  overseas  sale  of  Glasgow  beef  and  cattle  might 
double  in  brass  and  handle  the  marketing  of  the  zone  facility  as  well.  It  should 
be  worth  looking  at  as  soon  as  the  beef  export  program  becomes  operational. 
See  Appendix  C  for  comments  by  Wolf  and  Company  which  were  included  in  an 
overall  study  on  possible  civilian  reuse  of  Westover  Air  Force  Base.  These 
comments  are  directed  to  the  possible  use  of  Westover  as  an  air  cargo  facility 
and  conclude  that  it  is  not  feasible  at  the  present  time.  The  underlying  data  in 
this  report,  while  valid,  is  not  necessarily  pertinent  to  the  decision  regarding 
Glasgow;  but  the  report  is  useful  as  background.  This  material  was  furnished 
by  the  Commission  on  Federal  Base  Conversion  of  the  Commonwealth  of 
Massachusetts   through   the    courtesy   of   Governor   Sargent  of  Massachusetts. 
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VIII 
AIR  CARRIER  COOPERATION 


We  have  described  the  Glasgow  project  as  a  marriage  between  the  air  carriers 
and  the  community  to  create  jobs  and  opportunity  beneficial  to  both.  Attracting 
top  level  carrier  interest  and  support  as  a  prelude  to  actual  participation  is 
essential  particularly  for  those  airlines  whose  routes  do  not  come  even  close 
to  Glasgow  much  less  operate  there.  Winning  such  support  is  no  substitute  for 
a  proposal  that  promises  profitable  business  for  the  carriers;  but  real  success 
will  require  both  an  outlook  for  economic  advantage  and  an  enthusiasm  for 
growth  and  belief  in  the  concept  involved. 

A  good  start  already  has  been  made  with  the  fine  rapport  established  by  Messrs. 
Hart  and  Fitzgerald  by  their  presence  and  active  involvement  in  the  October  1, 
2  Air  Cargo  Forum  held  in  San  Diego.  Follow  up  with  JAL  for  participation  in 
their  Food  Fair  in  November  is  representative  of  the  fallout  which  occurs.  It 
is  necessary  to  raise  the  consciousness  of  airline  managements  to  the  con- 
structive value  of  a  successful  Glasgow  project  to  the  entire  airline  industry 
and  to  the  particular  carriers  who  will  be  active  in  the  program. 

As  indicated  earlier,  the  use  of  a  JAL  charter  is  expected  to  work  out  to  a  figure 
of  about  50  cents  per  pound  for  the  movement  of  chilled  beef  from  Glasgow  to 
Tokyo.  A  quotation  from  Akira  Ogasawara  of  JAL  for  a  DC-8F-62  with  ferry 
mileage  from  the  west  coast  to  Glasgow  at  $3.63  per  mile  plus  charter  mileage 
from  Glasgow  to  Tokyo  at  $5.17  per  mile  will  come  out  to  the  50  cent  figure 
based  on  a  72,000  lb.  payload  and  container  tare  weight. 

A  similar  quotation  from  Paul  Benscoter  of  World  Airways  projects  costs  for 
a  DC-8-63F  with  a  90,000  lb.  payload  with  charges  of  $6.06  for  ferry  mileage 
and  $6.66  for  line  mileage  works  out  to  48.5  cents  per  pound  to  Tokyo  and 
53.8  cents  per  pound  to  Seoul.  A  747C  with  a  200,000  lb  payload  works  out  to 
36  cents  per  pound  to  Tokyo  and  40  cents  per  pound  to  Seoul. 

A  quotation  from  Mr.  Oliver  Stern  of  Saturn  for  livestock  charters  to  Tehran, 
Sofia,  Budapest,  Bucharest  and  Hilo  is  given  for  a  DC-8-61  with  an  81,000  lb. 
payload  for  charges  which  vary  from  $124,390  for  first  flight  to  Tehran  to 
$76,960  for  back  to  back  flights  to  Budapest. 

We  suggest  continued  liaison  with  such  carriers  be  maintained  and  expanded 
as  an  essential  part  of  implementing  the  program.  For  the  information  of  those 
concerned,  we  are  including  an  extract  of  remarks  made  by  Tom  Harris,  a 
panel  leader  at  the  Air  Cargo  Forum,  which  refers  to  the  presence  of  Mr. 
Fitzgerald  and  Mr.  Smalling.  Also  included  are  the  comments  made  about  Mr. 
Smalling  by  Mr.  Barry  Shillito,  a  panel  speaker  and  former  assistant  Secretary 
of  Defense  for  Installations  and  Logistics.  These  remarks  are  extracted  below: 
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REMARKS  OF  MR.  THOMAS  J.  HARRIS: 

Rather  than  talk  any  further  about  that,  I  would  like  to  draw  your  at- 
tention to  an  experience  I've  just  had  in  the  last  couple  of  weeks  working  with 
a  group  that  represent  products  looking  for  air  distribution.  The  products,  in 
this  case,  are  Montana  beef  and  Montana  cattle.  The  Glasgow  Air  Force  Base 
in  Eastern  Montana  is  being  pulled  back  because  of  Defense  Department  cut- 
backs "  creating  a  good  deal  of  economic  disruption  and  unemployment  in  that 
community  in  Eastern  Montaiia.  There  is  a  magnificent  air  facility  there  --  the 
Air  Force  Base  used  as  a  SAC  Satellite  Base.  It  has  a  13,400  foot  runway,  it 
has  warehouses,  underground  tunnels,  all  kinds  of  facilities  and,  in  order  to  be 
used  for  air  cargo  or  commercial  purposes,  replacing  its  military  employment, 
the  possibility  arises:  What  can  we  do  with  air  freight? 

Well,  tlie  products  indigenous  to  Eastern  Montana  are.  of  course,  beef  and  live- 
stock. So,  the  State  of  Montana  is  engaged  in  looking  for  air  distribution  of  those 
products.  First  of  all,  we're  talking  about  air  borne  meat  and  livestock.  Meat 
per  se  cannot  be  frozen  or  it  wouldn't  need  to  go  by  air  and,  if  it  were  moving 
domestically,  we  wouldn't  need  air  for  transportation.  This  means  export 
principally,  we  think,  to  the  Orient.  In  Japan,  for  example,  the  red  meat  con- 
sumption level  is  very  low  per  capita  compared  to  the  U.S.  but  is  increasing 
rapidly.  There  are  quotas  that  restrict  the  amount  of  meat  that  can  be  imported 
and  there  is  a  duty  on  calves;  but  there  is,  from  time  to  time,  a  relaxation  of 
the  duty  on  livestock  that  is  being  imported.  By  and  large,  Japan  represents  a 
tremendous  opportunity  for  our  beef  exports.  So,  the  potential  is  there  for  this 
product.  With  cooperation  through  the  industry  --  the  shippers  -  the  transporta- 
tion companies  —  the  receivers  —  the  economics  of  it  appear  attractive.  The 
opportunity  for  this  to  be  done  is  very  real.  Let  me  gfive  you  a  little  example. 

Ray,  if  you'll  give  me  the  first  slide.  Just  focus  on  this  for  a  minute  or  two. 
This  is  a  picture  of  the  Isetan  Department  Store  meat  department  taken  a  week 
ago  Thursday,  the  19th  of  September.  It  shows  what  the  Australians  are  doing 
in  Japan.  ".Australian  Foods  Fair"  in  the  meat  department  —  they  are  promoting 
beef  in  Japan  and  it's  a  most  aggressive  program.  Let  me  have  the  next  one, 
Ray.  If  you  could  see  the  price  on  this  meat  --  100  grams  for  800  yen,  1,000 
grams  or  one  kilogram  for  8,000  yen,  about  3,900  yen  per  pound  or  about 
$13.50  U.S.  per  pound  at  292  yen  per  dollar.  That's  pretty  expensive  meat.  In 
some  cases  —  next  slide,  Ray,  please  --  we  had  strip  loins  retailing  in  the  de- 
partment stores  and  supermarkets  in  Japan  for  as  high  as  1,500  yen  per  100 
grams.  This  is  a  promotion  for  Kobe  beef  of  Nakahama.  Next  slide,  Ray.  This 
shows  the  imported  meat  section  of  one  of  the  department  stores  again  with 
prices  that,  in  this  case,  if  you  can  read  them,  1,200  yen  per  100  grams.  Work 
that  out  and  you  can  see  that  we  are  talking  about  astronomical  prices  for  meat  — 
about  $18.50  per  pound.  Next  slide,  Ray.  This  is  what  they're  doing  to  promote 
Australian  meat  products  in  Japan.  "I  love  Australia"  is  on  the  apron  of  this 
girl    who   is  serving  at  the  meat  counter.  .-Ml  through  the  department,  the  per- 


sonnel  were  wearing  such  placards  and  aprons.  All  right,  Ray.  This  shows 
some  of  the  prices.  Up  in  the  front,  you  can  see  1,500  yen  per  100  grams  which 
is  15,000  yen  per  kilogram  and  about  6,800  yen  per  pound.  Divide  that  by  292 
and  you  have  close  to  $23.00  a  pound  for  beef  that  is  comparable  to  Montana 
top  choice  beef.  Thank  you,  Ray. 

Now  in  order  for  these  products  looking  for  air  distribution  to  move,  we're 
going  to  have  to  have  cooperation  —  the  State  of  Montana  is  --  from  the  shipping 
industry  and  the  air  transport  carriers  in  the  promotion  of  this  thing.  I'd  like 
to  mention  the  organization  that  one  of  our  panel  members  headed  up  when  he 
was  in  W  ashington.  He  was  actively  engaged  in  this  at  the  Federal  level.  The 
Office  of  Economic  Adjustment  in  W  ashington,  which  functions  as  a  department 
within  the  Office  of  the  Secretary  of  Defense  for  Logistics  and  Installations  is 
interested  in  helping  this  program.  Here  today  from  that  office  ....  as  part 
of  our  meeting  and,  I  hope,  participating  in  it  ...  .  I'd  like  to  introduce  him 
to  you  because  he's  probably  a  newcomer  to  Air  Cargo  Forums  --  Mr.  Ernest 
Smalling  from  \S ashington.  Ernie,  I'd  like  to  have  you  stand  up  to  let  people  see 
you  so  that  they  can  identify  you  and  talk  to  you  while  you  are  here.  .  .  .Applause 
....  He's  from  Washington  to  help  products  find  air  distribution.  Ernie,  .we're 
glad  you're  here. 

Representing  the  Governor  of  the  State  of  Montana,  his  Assistant  is  also  here 
with  the  same  program  in  mind  --  products  looking  for  air  distribution.  I'd  like 
to  identify  for  you  and  introduce  him  so  you  can  talk  to  him  during  this  session 
today  --  Mr.  Mike  Fitzgerald.  Mike,  will  you  stand  up  so  they  can  see  you? 
....  Applause  ....  So  here  are  products  --  living  examples,  current  right 
now  during  this  present  time  --  looking  for  air  distribution.  The  economics  are 
there  —  the  potential  is  there  —  the  products  are  there.  It's  going  to  take  the 
kind  of  integrated  coordination  that  Mr.  Hoffman  talked  about  to  pull  it  all  to- 
gether and  make  it  real 

REMARKS  OF  MR.  BARRY  SHILLITO: 

Thank  you  very  much,  Mark.  Ladies  and  gentlemen,  I  prepared  a  paper  over  the 
weekend  for  this  Forum.  In  looking  at  my  paper,  however,  and  in  looking  at  the 
time,  I  think  that  it's  desirable  for  a  person  that's  not  directly,  totally,  daily 
tied  in  with  the  air  cargobusiness  to  tend  to  keep  the  air  cargo  business  on  time. 
So,  with  that  thought  in  mind,  I'm  going  to  make  a  few  remarks  that  tie  to  my 
paper  and  will  attempt  to  summarize  these  remarks  as  best  I  can.  I  ought  to 
digress  first  by  clarifying  one  point  that  Tom  touched  on  earlier  in  introducing 
Ernie  Smalling.  I  think  it  might  be  important  to  this  particular  group. 

Ernie  is  really  a  part  of  an  organization  known  as  the  Inter-agency  Economic 
Assistance  Council  and  it's  a  multi-agency  organization  headed  up  by  our  Secre- 
tary of  Defense  and  is  dedicated  entirely  to  creating  jobs  in  areas  around  the 
country  that  are  having  severe  economic  problems.  This  organization  has  an 
amazing  track  record.  In  fact,  I  can't  overemphasize  that  point.  It  happens  to 
be  one  of  the  unique  organizations  in  our  government  that  allows  the  diverse 
agencies  other  than  just  the  Department  of  Defense  to  play  a  very  major  role 
In  assisting  in  the  desired  accomplishment.  So,  I  think  the  point  that  was  touched 
on  by  Tom  is  a  very  important  point  potentially  for  this  group.  Glasgow  is  a 
truly  amazing  facility.  It  does  have  an  awful  lot  of  potential  and  it  is  there  for 
the  right  type  of  organization  -  or  organizations --  to  move  in  and  take  advantage 
of  this  with  probably  comparatively  little  cost    .... 
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The  Iheme  lor  Tlie  Seventh  liiii-iiialiiinal   toiuin  tui  An 
Cargo  is  "Air  Distribution       Maturity  in  World  Markeling" 
The  first   live  lorums  sought  lo  identify  and  propose  solu 
tions  for   problems  threatening  lo  inhibit  air  cargo  growth. 
The  Sixth  Forum,  held  in  con|unction  with  TRANSPO  72, 
stressed  the  benefits  ol  the  air  cargo  system  for  shippers  and 
carriers  alike 

This  year,  the  Seventh  Forum  recogni/es  that  air  cargo  is, 
in  reality,  "coming  of  age"  and  that  it  is  timely  to  define 
precisely  its  position  in  the  marketplace.    The  sessions  and 
ensuing  discussions  will  comprise: 

Products  Looking  for  Air  Distribution:     In  addition  to  ex- 
amining  case    histories    of  shippers  who   have  determined 
optimum  distribution  methods  for  their  products,  a  number 
of  evaluation  criteria  will  be  discussed. 
The  Pacific  Basin  Grows:    Special  emphasis  is  being  given  in 
this  Seventh  Forum  to  the  Pacific  Basin  and  lo  the  benefits 
of  the  time/place  utitity  of  air  distribution  in  this  area. 

Intermodilitv  in  Practice  .  .  .  :    This  will  be  essentially  a 
review  by  shippers  and  forwarders  of  the  status  of  inter- 
modality as  of  the  present.    In  addition,  observations  from  a 
number  of  governmental  agencies  will  provide  what  are  ex- 
pected to  be  provocative  challenges  to  the  air  freight  industry. 
.  .  .  And  the  Necessary  Equipment:    The  attainment  of  true 
intermodality  in  practice  will  undoubtedly  require  changes 
in  both  flight  and  ground  equipment.     Concepts  tor  new 
freighter  aircraft,  designed  for  shippers'  needs,  together  with 
requirements  for  the  necessary  ground  equipment  will  be 
presented  and  discussed. 
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Detach  and  Mail  to: 

Society  of  Automotive  Engineers,  Inc. 
Two  Pennsylvania  Pla^a, 
New  York,  New  York  10001 

Conference  attendees  witI  receive  a  copy  of  the  Proceedings 
as  part  ot  their  registration.  Extra  copies  of  Proceedings  may 
be  ordered  as  follows: 

Please  send  me           copies  of  Conference  Proceedings  (P-54) 
($10.00  for  members;  $15.00  lor  non-members) 

f^anri  in- 

I 

I 

D  Bill  me                         D  SAE  member 
d  Bill  my  company           D  Non-members 
n  Check  enclosed  -  make  check  payable  to  "SAE  " 
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PLANNING  AHEAD 

This  Panel  Session  will  serve  to  unify  the  sep 
ions  and  recommendations  of  ihe  individual  se 
ingle  set   of   summaries  and  conclusions  for 
um.     Important  among  these  will  be  ones  pe 
jre  action,  both  as  to  the  agencies  involved  an 
uirements.    Implicit  in  all  of  these  is  the  accept 
ribution  as  a  mature  mode  tor  worldwide  mar 

Chairmen  of  each  of  the  sessions  will  present  su 
ts,  alter  which  they  will  be  joined  by  the  Foru 
irman  and  Vice  Chairman  tor  questions  from  th 

SESSIONS:  "Planning  Ahead" 

derator      L.  B.  Aschenbeck,  Director  Cargo  Ma 
Dev.,  Douglas  Aircraft  Company 

ellsts:        Wayne  M   Hoffman  (Forum  General  C 
Captain  R.  J.  Ritchie  (Forum  Vice  Ch 
Mark  L.  Requa  (Chairman,  Session  1) 
Leo  C.  Warton  (Chairman,  Session  2) 
George  Groves  (Chairman,  Session  3) 
Richard  Shaw  (Chairman,  Session  4) 

um  Wrapup  Wayne  M.  Hoffman  (Forum  General 
)  a.m.           Golden  West  Room 

WEDNESDAY,  OCTOBER  2.  1974 

0  p.m.                       RECEPTION             Califo 

opportunity  lor  all  Funiiri  attendees  to  gather 
ore  the  Banquet  and  meet  old  fnends  and  make 

Complete  tables  ol  8  may  be  reserved  in  advance, 
head  request,  with  payment  enclosed,  to: 

SAE  Meetings  Department 
Two  Pennsylvania  Plaza 
New  York,  New  York  10001 
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APPENDIX      A 
Partial  List  of  Meat  &    Meat  Products  Importers 


Graeme  Skilbeclt 

Operations  Manager 

Dairy  Farm  Group  of  Companies 

Windsor  House,  Mezz.  Fir. 

Des  Voeux  Rd.,  Central 

Hong  Kong,  B.C.C. 

Alex  Riddle 
Operations  Mgr. 
Park  'N  Siiop  Co.  Ltd. 
Rm.  501,  Block  C 
Watson's  Estate 
Hong  Kong,  B.C.C. 

K.  K.  Ho 

Director 

The  Asia  Provisions  Co.  Ltd. 

14-24  King  Wah  Rd. 

North  Point,  Hong  Kong,  B.C.C. 

C.A.  Strachan 

John  D.  Hutchison  &  Co.  Ltd. 

Union  House,  11  F 

Hong  Kong,  B.C.C. 

Ronald  Davies 
Davies  (Far  East)  Co.  Ltd. 
243  Des  Voeux  Rd.,  Central 
Hong  Kong,  B.C.C. 

Craig  White 

American  Meat  Co.,  Ltd. 
24  Wellington  St. 
Hong  Kong,  B.C.C. 

C.  W.  Sit 

Ocean  View  Butchery  Co. 
6D  Hart  Ave.,  Ground  Floor 
Ko'vloon,  Hong  Kong,  B.C.C. 

Simon  Gunstone 

Poon  International  Ltd. 

Canton  House,  1  F 

54-56  Queen's  Rd.,  Central 

Hong  Kong,  B.C.C. 


C.L.  Gregory 
Goodwood  Trading  Co. 
533  Prince's  Bldg. 
Hong  Kong,  B.C.C. 

F,  K-  Kwan,  Mgr. 

Nam  Fung  Co. 

805A  Cheong  Kee  Bldg. 

84-86  Des  Voeux  Rd.,  Central 

Hong  Kong,  B.C.C. 

Peter  Bennett 
Air  Fresh  Foods,  Inc. 
39A  Wellington  St. 
Hong  Kong.  B.C.C. 

C.  E.  Leung 
Dah  Chong  Hong 
Hang  Seng  Bank  Bldg. 
Des  Voeux  Rd.,  Central 
Hong  Kong,  B.C.C. 

J.T.S.  Johnston 
Red  Carpet  Restaurant 
3-5  Tung  Lo  Wan  Rd. 
Causeway  Bay 
Hong  Kong,  B.C.C. 


Cyril  Fung 
A.  Dransfield  &    Co. 
Alexandra  House 
Hong  Kong,  B.C.C. 

Herb  Wolf 
Gulf  Marine  Ltd. 
Kam  Chung  Bldg. 
Hong  Kong,  B.C.C. 


Tsui  Tim 

Tsui  Tim  &    Son 

P.  O.  Box  5675 

Kowloon,  Hong  Kong,  B.C.C, 


(Cont'd  on  following  page.) 


Ltd.,  Rm.  725 
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Y.  Y.  Wong 

Fidelity  Mercantile  Co. 
9  Ice  House  St.,  Rm.  901 
Hong  Kong,  B.C.C. 

M.A.V.  Hof stein 

Gourmet  Enterprises,  Ltd. 

P.  O.  Box  6670 

Kowloon,  Hong  Kong,  B.C.C. 

Wilson  S.Y.  Wong 

William  Y.W.  Wong  &    Co.,  Ltd. 

247  Wing  Lok  St.  W. 

P.  O.  Box  1208 

Hong  Kong,  B.C.C. 

Lee  Chun 

Globe  Trading  Co.  Ltd. 
United  Chinese  Bank  Bldg. 
Des  Voeux  Rd.  Central 
Hong  Kong,  B.C.C. 

Chen  Fu  Keng 

Eng  Cheong  Peng  Kee  (HK)  Ltd. 
Rm.  1106,  Yau  Yue  Bldg. 
127-131  Des  Voeux  Rd.  Central 
Hong  Kong,  B.C.C. 

George  A.  Mendenhall 
U  illiain  C  .  Evans 
ETAK  International,  Ltd. 
Hutchison  House 
Hong  Kong,  B.C.C. 
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APPENDIX    B 
LIST  OF  JAPANESE  BEEF  IMPORTERS 


1.  C.  ITOH  &    CO.,  LTD. 

63,  4-chome,  Kitakyutaro-machi,  Higashi-ku,  Osaka. 
(C.P.O.  Box  117  Osaka) 

2.  KANEMATSU-GOSHO,  LTD. 

5,  2-chome,  Takara-cho,  Chuo-ku,  Tokyo. 

3.  DAIMARU  KOGYO  KAISHA,  LTD. 

Kohnoike  Bldg.,  27-1,  4  chome,  Kitakyuhozi-machi,  Higashi-ku,  Osaka. 

4.  TOSHOKU,  LTD. 

3,  3-chome,  Nihonbashi  Muro-machi,  Chuo-ku,  Tokyo. 

5.  NICHIRYO,  LTD. 

13  Azabu  likura-machi,  3-chome,  Minato-ku,  Tokyo. 

6.  TOYO  MENKA  KAISHA,  LTD. 

8,  3-chome,  Kawara-machi,  Higashi-ku,  (C.P.O.  Box  61),  Osaka. 

7.  NIPPON  REIZO  KABUSHIKI  KATSHA 

8,  3-chome,  Minato-cho,  Chuo-ku,  Tokyo. 

8.  NOZAKI  &    CO.,  LTD. 

6,  1-chome,  Nihonbashi-Fori,  Chuo-ku,  Tokyo. 

9.  NOMURA  TRADING  CO  .,  LTD. 

No.  2  Nomura  Bldg.,  56,  2-chome,  Blngo-machi,  Higashi-ku,  Osaka. 

10.  MITUI  &    CO.,  LTD. 

2-9,  Nishishimbashi,  1-chome,  Minato-ku,  Tokyo. 

11.  MARUBENI-IIDA  CO.,  LTD. 

3,  Hon-machi,  3  chome,  Higashi-ku,  Osaka. 

12.  MEIDI-YA  CO..  LTD. 

4,  Kyobashi,  2-chome,  Chuo-ku,  Tokyo. 

13.  ITOH  MAN  CO.,  LTD. 

2-6,  Ohdemna-cho,  Nihon-bashi,  Chuo-ku,  Tokyo. 

14.  ZENCHIKU 

2-5-7,  Konan,  Minato-ku,  Tokyo. 

15.  NICCHIKU 

4-7,  Isobe-dori,  Hukiai-ku,  Kobe-shi,  Hyogo  Pref. 
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16.  SINGAPORE  SANGYO  CO.,  LTD. 

4-57,  Arats-cho,  Hyogo-ku,  Kobe-xhi,  Hyogo  Pref. 

17.  OKURA  SHOJI  K.K. 

Toshida  Bldg.,  1-6-11,  Ginza,  Chuo-ku,  Tokyo. 

18.  K.K.  KUMIAI  BOEKI 

Nokyo  Bldg.  4F,  1-8-3,  Ote-machi,  Chiyoda-ku,  Tokyo. 

19.  TAIHEIYO  BUSSAN  K.K. 

2-2-5,  Kodenma-cho,  Nihonbashi,  Chuo-ku,  Tokyo. 

20.  NISSHO-IUAI  K.K. 

2-4-5,  Akasaka,  Minato-ku,  Tokyo. 

21.  MITSUBISHI  SHOJI  K.K. 

2-3-1,  Marunouchi,  Chiyoda-ku,  Tokyo. 

22.  RASA  TRADING  CO.,  LTD. 

Chitose  Bldg.,  2-6,  Kayaba-cho  Nihonbashi,  Chuo-ku,  Tokyo. 

23.  RENPO  BUSSAN  K.K. 

Nihon  Seimei  Shimbashi  Bldg.  3F,  1-18-16,  Shimbashi,  Minato-ku,  Tokyo. 

24.  ATAKA  SANGYO  K.K. 

Ote-machi  Bldg.,  1-6-1,  Ote-machi,  Chiyoda-ku,  Tokyo. 

25.  SUMITOMO  SHOJI  K.K. 

1-2-2,  Hitotsubashi,  Chiyoda-ku,  Tokyo. 

26.  NICHIMEN-JITSUGYO  K.K. 

1-6,  Takara-cho,  Chuo-ku,  Tokyo. 

27.  K.K.  YUASA 

Hattori  Bldg.,  1-1,  Kyobashi,  Chuo-ku,  Tokyo. 

28.  TOKYO  MARUICHI  SHOJI  CO.,  LTD. 

16-9,  Uchi  Kanda,  2-chome,  Chiyoda-ku,  Tokyo. 
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APPENDIX     B 
JAPANESE  TRADING  FIRMS  IN  NEW  YORK 


Mitsubishi  International  Corp. 

277  Park  Ave. 

New  York,  N.Y.  10017 

Mitsui  &    Co.,  Inc. 

200  Park  Ave. 

New  York,  N.Y.    10017 

Kanematsu-Gosho  (U.S.A.)  Inc. 
One  World  Trade  Center 
Suite  4811 
New  York,  N.Y.    10048 


C.  Itch  &  Co., 
245  Park  Ave. 
New  York,  N.Y 


Inc. 


10017 


Nozaki  Associates 

4  Albany  Street 

New  York,  N.Y.    10006 


Toshoku  Ltd. 
551  Fifth  Ave. 
New  York,  N.Y. 


10017 


Marubeni-Iida  (America)  Inc. 

200  Park  Ave. 

New  York,  N.Y.    10017 

Nichimen  Co.,  Ltd. 

1185  Ave.  of  the  Americas 

New  York,  N.Y.    10036 

Ataka  America,  Inc. 

633  Third  Ave. 

New  York.  N.Y.     10017 


Nissho-Iwai  American  Corp. 

80  Pine  Street 

New  York.  N.Y.    10005 

Sumitomo  Shoji  America,  Inc. 

345  Park  Ave. 

New  York,  N.Y.    10022 

Toyomenka  America,  Inc. 
One  World  Trade  Center 
No.  4011 
New  York.  N.Y.    10048 

Meiji  Seika  New  York,  Inc. 
11  West  42  Street 
New  York,  N.Y.    10036 


Japan  Food  Corp. 
11-31    31st  Ave. 
Long  Island  City,  N.Y. 


11106 


Daimaru  New  York  Corp. 
No.  1410,  212  Fifth  Ave. 
New  York,  N.Y.    10010 

Yuasa  Trading  Co.  (America)  Inc. 
120  Broadway,  Rm.  3120 
New  York,  N.Y.    10005 

Nomura  (America)  Corporation 

61  Broadway 

New  York,  N.Y.    10006 

Okura  &    Co.  (America)  Inc. 

1  World  Trade  Center,  Suite  3455 

New  York,  N.Y.    10048 
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APPENDIX     C 
V-2-C.      CANWESTOVERBE  AN  AIR  CARGO  DISTRIBUTION  CENTER? 


Westover  is  14  air  miles  northeast  of  Bradley  International  Airport  at  \^  indsor 
Locks,  Connecticut,  and  seven  nautical  miles  east  of  Barnes/Westfield  Airport-- 
the  t\\'o  closest  air  terminals.  Bradley  is  the  prime  outlet  for  passengers  and 
cargo  between  Worcester  on  the  east  to  Pittsfield  on  the  west,  and  New  Haven 
on  the  south.  One  third  of  its  passengers  come  from  Massachusetts.  Barnes 
is  not  a  commercial  airport;  it  would  require  extensive  improvement  and  large 
dollar  expenditure  to  serve  that  purpose. 

From  the  point  of  view  of  community  attitude,  Westover  appears  favored  for 
future  aviation  development.  Bradley  has  experienced  considerable  organized 
opposition  to  expansion,  primarily  from  Suffield  to  the  northeast,  and  to  a  lesser 
degree  from  East  Granby.  On  November  30,  1973,  the  Barnes  Municipal  Airport 
Commission  voted  unanimously  to  end  negotiations  with  airlines  interested  in 
using  Barnes  as  a  training  site  for  747  jumbo  jets,  after  vigorous  local  opposi- 
tion. On  the  other  hand,  residents  of  the  communities  surrounding  Westover  have 
long  been  exposed  to  military  air  operations  and  appear  to  have  accepted  it  as 
part  of  everyday  life. 

The  Massachusetts  Airport  System  Plan,  issued  in  December,  1973  by  the 
Commonwealth's  Aeronautics  Commission  and  Department  of  Public  Works 
states  that  civilian  use  of  Westover  is  not  essential  to  the  statewide  airport 
system,  since  any  anticipated  increase  in  civilian  traffic  can  be  readily  handled 
by  Barnes  and  Bradley,  adding:  "Either  passenger  or  cargo  operations  at  West- 
over  would  be  at  the  expense  of  one  of  these  other  airports." 

Supporters  of  civilian  aviation  use  of  Westover  dispute  these  conclusions. 
Westover  advocates  do  not  foresee  short  or  medium  term  use  of  the  facility 
for  commercial  passenger  pui-poses.  However,  they  have  vigorously  supported 
its  potential  as  an  all-cargo  airfield. 

The  subject  is  worth  close  review. 

Air  cargo  has  been  growing  rapidly  in  the  United  States.  According  to  the 
U.S.  Government's  .Aviation  .Advisory  Committee  (.A AC),  air  cargo  operations 
rose  an  average  20  percent  per  year  in  the  1960's  and  are  expected  to  grow 
18  percent  per  year  in  the  1970's  and  15  percent  per  year  in  the  1980's. 

The  course  of  air  cargo  growth  through  1980  has  been  largely  determined  by 
the  mix  of  aircraft  in  existence  and  currently  on  order.  The  use  of  wide-body 
aircraft  in  combination  passenger/cargo  services  ensures  that  air  cargo 
carried  in  combination  service  will  continue  to  grow.  U.S.  domestic  air  cargo 
services  are  currently  performed  almost  equally  between  combination  services 
and  all-cargo  services.  However,  the  AAC  estim.ites  that  the  all-cargo  component 
of   scheduled   domestic    services  can  be  expected  to  increase  to  70  percent  by 


46 


1975  and  75  percent  by  1980. 

In  1969,  total  U.S.  -originated  volume  of  domestic  scheduled  air  freight,  express 
and  mail  was  2,547,600  tons.  Breaking  this  down  for  pertinent  areas,  the  tonnage 
for  New  York  Newark  was  334,735;  for  Boston,  70,100  tons;  and  for  Spring- 
field Hartford,  27,540  tons. 

The  1970  volume  of  air-cargo  commodities  (inbound  and  outbound;  carried  both 
by  scheduled  and  nonscheduled  service)  at  Logan  International  Airport  was  145,500 
tons,  according  to  a  study  by  Coverdale  and  Colpitts.  Chief  commodities  were: 
farm  products  (33,700  tons),  electrical  machinery  (17,800  tons),  non-electrical 
machinery  (11,400  tons),  fabricated  metal  products  (8,800  tons),  and  fresh  sea- 
foods (7,500  tons).  The  study  shows  that  80.8  percent  of  Logan  air  cargo  had 
ground   destinations    or    origins    in    the  Metropolitan  Boston  area  within  1-495. 

The  Massachusetts  Airport  System  Plan  notes  that  Logan's  cargo  tonnage  move- 
ment is  small  and  that  it  is  probably  impractical  to  divert  pure  cargo  operations 
from  Logan  to  Westover:  "85  percent  of  the  cargo  moving  in  and  out  of  Boston- 
Logan  IS  carried  by  the  passenger  airlines,  about  equally  divided  between  pure 
cargo  flights  and  combination  passenger/cargo  flights.  The  two  cargo  lines 
carrying  the  remaining  15  percent  account  for  only  416  operations  a  year-- 
an  average  of  three  flights  a  week  out  of  Boston  by  Seaboard  World  and  five  a 
week  by  Flying  Tiger."  If  the  origin/destination  pattern  for  these  all-cargo  flights 
is  similar  to  that  of  the  total  Logan  pattern,  about  7  percent  would  concern 
Western  Massachusetts-Connecticut  cargo  -  or  about  28  operations-worth  during 
1970.  The  economics  of  the  situation  make  it  difficult  to  divert  the  remainder. 

The  AAC  study  projected  a  doubling  of  Bradley  International  Airport's  1970  air 
cargo  tonnage  by  1975.  Available  evidence  indicates  that  this  is  not  happening-- 
that  cargo  growth  at  Bradley  more  closely  approximates  5  percent- 10  percent 
p)er  annum,  and  that  all-cargo  departures  have  decreased  from  five  daily  in  1968 
to  one  daily  in  early  1974.  (Much  that  cannot  be  carried  in  the  cargo  bellies  of 
passenger  planes  is  truck-freighted  to  New  York  City.) 

Through  contacts  made  by  the  Coordinator,  Westover  Task  Force  and  DOD's 
Office  of  Economic  Adjustment,  preliminary  exploration  has  been  initiated  con- 
cerning air  cargo  potential  of  the  base.  One  project  envisions  the  development 
of  radicallydesignednewcargo  jets,  flying  from  converted  military  bases,  hauling 
products  more  cheaply  and  quickly  than  by  train  or  current  aircraft.  The  other 
would  use  Westover  as  a  possible  northeast  terminal  for  refrigerated  container 
shipments  of  agricultural  commodities  from  San  Joaquin  County,  California. 
Aircraft  for  the  first  are  still  on  the  drawing  board;  inability  to  provide  signifi- 
cant savings  in  backhaul  cargo  has  reportedly  hindered  realization  of  the  second 
project. 

The  characteristics  of  all-cargo  operations  make  a  good  case  for  servicing 
all-cargo  operations  at  airports  remove  from  population  concentrations.  Shipper 
preferences  require  concentration  of  flights  during  the  night  hours,  after  the 
close  of  the  normal  shipping  day  and  after  truck  docks  are  cleared  by  pick-up 
services   bringing   air   cargo  to  the  airports  for  transshipment.  And,  as  noted 
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earlier,  the  AAC  estimates  a  continuing  sharp  increase  in  the  all-cargo  com- 
ponent of  scheduled  domestic  services. 

Even  so,  there  is  still  not  a  single  all-cargo  airport  in  the  country  today.  The 
factors  underlying  this  singular  lack  of  development  revolve  around  airport 
capacity,  aircraft  capacity  and  cost. 

Major  U.S.  airports  are  quite  capable  of  handling  all-cargo  arrivals,  especially 
since  these  are  scheduled  for  landings  between  midnight  and  da'vn.  Most  air- 
ports now  handling  100  arrivals  a  night  are  capable  of  handling  three  timer,  as 
many.  There  is  tremendous  capacity  in  today's  passenger  planes;  the  belly  of 
a  747  can  carry  as  much  cargo  as  an  entire  DC-7.  An  all-cargo  747,  carrying 
45  tons  of  cargo,  can  land  at  a  passenger  airport.  There  is  no  need  as  yet  for  an 
all-cargo  airport  to  handle  large  all-cargo  aircraft. 

The  volume  of  air  cargo  continues  to  rise  sharply  in  the  U.S.  But  as  an  industry 
spokesman  recently  noted,  the  doubling  of  a  small  quantity  in  five  years  still 
does  not  make  it  a  significant  amount.  There  still  is  large  capacity  for  cargo  in 
passenger  aircraft. 

The  all-cargo  airport  breakthrough  will  arrive  when  cargo  revenues  exceed 
passenger  revenues,  when  more  suitable  cargo  aircraft  are  built,  and  when 
they  can  operate  on  an  attractively  competitive  rate  structure.  Studies  by  air- 
craft manufacturers  indicate  that  separate  cargo  airports  will  be  economically 
justified  at  some  time  in  the  future.  Leading  experts  of  the  industry,  meeting 
at  the  Fourth  International  Air  Cargo  Forum  in  1968  at  San  Francisco,  concluded 
that  all-cargo  airports  are  currently  not  feasible  and  may  not  be  for  the  next  20 
years. 

Because  of  Bradley  s  proximity,  Westover  is  not  foreseen  as  a  passenger  airport 
in  the  medium  term  future.  Its  location  and  the  size  and  scope  of  its  facilities 
indicate  that  Westover  would  make  a  viable  all-cargo  facility,  when  sufficient 
tonnage  is  available.  However,  based  upon  air-cargo  operations  levels  at  Logan 
and  Bradley,  it  is  extremely  unlikely  that  Westover  could  become  the  nation's 
first  all-cargo  airport,  or  that  air  cargo  can  be  an  important  source  of  revenue 
and  jobs  at  the  base  in  the  near  future. 

At  any  rate,  lack  of  immediate,  viable,  large-scale  air-cargo  use  of  the  base 
does  not  imply  disaster.  The  affected  communities  are  under  no  time  pressure 
to  establish  such  use.  The  militai-y  is  expected  to  retain  runways  and  control 
tower  facilities  for  years  --  during  which  time  concentration  upon  other  air 
oriented  use  and  upon  non-aviation  industry  and  commerce  can  pay  sizable 
dividends,  until  air-cargo  potential  has  sufficiently  improved. 
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APPENDLX  D 

EXTRACTS  OF  REMARKS 

by  Donald  M.  Taylor,  President,  Livestock  Management  Corporation 
September,  1974,  Kuala  Lumpur 


Beef  cattle  opportunities  in  Southeast  Asia  must  be  considered  within 

the  framework  of  the  present  world  cattle  situation.  Estimated  world  popula- 
tion of  cattle  and  buffalo  on  January  1,  1974,  was  1.3  billion.  More  than  half 
of  the  world's  cattle  population  is  concentrated  in  six  countries,  including,  in 
order  of  cattle  numbers,  India,  the  United  States,  the  Soviet  Union,  Brazil, 
People's  Republic  of  China  and  Argentina.  Asia  as  a  whole  contains  about  480 
million  head  of  cattle,  with  India  alone  accounting  for  233-million  and  the 
People's  Republic  for  an  additional  93  million. 

There  is  a  great  disparity  in  production  efficiency  between  what  for  want  of 
better  terms  we  shall  call  the  developed  and  the  less  developed  countries. 
For  example,  the  less  developed  countries  contain  about  70  percent  of  the 
world's  cattle,  but  only  produce  34  percent  of  world  beef  and  21  percent  of  total 
world  milk  supplies. 

The  United  States,  with  less  than  10  percent  of  world  cattle  numbers,  produces 
more  than  25  percent  of  total  world  beef.  Asia,  with  almost  40  percent  of  the 
world's  total  cattle  population,  produces  less  than  10  percent  of  the  world's  beef 
supply.  In  most  of  the  less  developed  countries,  50  to  100  animals  must  be  main- 
tained to  produce  a  ton  of  beef  compared  with  12  to  14  in  the  more  advanced 
livestock  countries.  The  lesson  is  oijvious  —the  most  feasible  means  of  reducing 
the  protein  gap  through  large  scale  advances  in  meat  production  is  to  foster 
rapid  improvements  in  production  efficiency  per  animal. 

These  increases  in  production  efficiency  and  subsequent  increases  in  meat 
supplies  will  require  concentration  on  large  scale  commercial  cattle  enter- 
prises. Maximum  beef  production  in  the  future  must  be  based  on  adoption  of 
intensive  "beef  factory"  operations,  with  animals  kept  in  confined  or  semi- 
confined  premises  and  feed  carried  to  them.  This  does  not  necessarily  conflict 
with  the  political  desirability  of  improving  the  lot  of  the  small  farmer  by  making 
it  possible  for  him  to  raise  a  few  head  of  cattle  as  an  adjunct  to  his  farming 
enterprise. 

One  of  the  common  beliefs  that  must  be  challenged  if  large  scale  beef  operations 
are  to  be  economically  feasible  is  the  assumption  that  these  operations  require 
extensive  land  holdings  with  forage  serving  as  the  feed  base.  Worldwide,  oppor- 
tunities for  extensive  grassland  livestock  enterprises  are  becoming  scarce. 
Even  in  the  tropics,  there  is  a  growing  realization  that  many  crops  are  poten- 
tially superior  to  grasses  for  beef  production. 

Another  commonly  held  belief  is  that  grain  must  form  the  base  for  intensive 
cattle   production.    While    it    is   true  that  cereals  are  among  the  most  efficient 
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sources  of  energy  for  cattle,  with  growing  competition  between  man  and  live- 
stock for  available  grain  supplies  one  of  the  signal  advantages  of  the  beef  cow 
is  its  ability  to  convert  a  great  number  of  non-cereals  to  meat. 

There  are  a  number  of  different  types  of  feedstuffs  witli  good  potential  for  beef 
production  in  Southeast  Asia.  Among  the  most  promising  are  sugar  cane  and 
cassava. 

Sugar  processing  by  products,  notably  blackstrap  molasses  and  bagasse,  have 
long  been  used  for  livestock  feeding.  However,  current  experimental  work  indi- 
cates that  the  entire  sugar  plant  after  derinding  can  produce  more  beef  per 
hectare  of  production  than  even  cereals.  McGill  University  recently  ran  a 
series  of  tests  with  sugar  cane  in  the  Caribbean.  When  derinded  sugar  cane 
made  up  80  percent  of  the  total  ration,  cattle  gained  an  average  two  pounds  per 
day. 

Cassava  has  successfully  been  used  as  a  total  substitute  for  grain  in  livestock 
rations.  Both  cassava  and  sugar  cane  can  be  harvested  in  the  dry  season  when 
other  sources  of  feed  and  forage  may  be  scarce. 

Another  major  potential  for  feeding  cattle  is  organic  wastes.  Cereal  by  products 
such  as  rice  straw  and  hulls  are  suitable  for  roughages,  particularly  when 
treated  with  some  of  the  new  acid  or  fermentation  processes. 

Waste  materials  from  brewing  and  distilling,  from  fiuit  and  vegetable  processing 
and  even  coffee  grounds  are  promising  sources  of  energy.  Paper,  wood  pulp, 
sawdust  and  waste  products  from  paper  pulp  mills  have  all  been  used  successfully 
to  fatten  as  well  as  maintain  cattle.  Perhaps  the  fastest  growing  use  of  a  waste 
product  is  the  recycling  of  the  animal's  own  wastes  into  the  ration.  This  has  been 
done  successfully  in  the  United  States  and  elsewhere  for  several  years.  Cow 
manure  has  been  re-fed  at  levels  of  up  to  60  percent  of  the  total  ration  with  good 
results.    Poultry   manure    is   also   an   excellent  protein  supplement  for  cattle. 

Natural  plant  proteins  in  the  beef  ration  are  also  rapidly  giving  way  to  non 
protein  nitrogen.  Yeast  and  petroleum  based  proteins,  urea,  and  other  nitro- 
gen sources  provide  effective  and  relatively  inexpensive  means  of  providing 
protein. 

The  feed  formulation  strategy  of  the  future  will  center  around  the  determination 
of  necessary  nutrients  and  the  cataloging  of  all  available  sources  of  those 
nutrients,  particularly  the  sourcing  of  nominally  waste  materials.  Linear  pro- 
gramming with  the  aid  of  the  computer  will  then  be  used  to  formulate  rations 
that  contain  all  necessary  nutrients  at  the  lowest  possible  cost.  This  again  will 
require  large  scale  enterprises  to  take  advantage  of  the  requisite  technology. 

Another  barrier  to  increased  beef  cattle  production  efficiency  in  the  warmer 
climates  is  the  belief  that  only  certain  breeds  of  cattle  can  be  adapted  to  the 
tropics.  Current  research  by  T.  R.  Preston  and  others  strongly  indicates  that 
much  of  the  emphasis  on  the  Zebu  or  Brahmin  type  cattle  in  the  tropics  has 
been  misplaced.  There  is  currently  evidence  at  hand  which  indicates  that  heat 
tolerance  may  be  poorly  related  to  general  performance 
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There  are  two  general  systems  tor  introducing  higher  producing  breeds 

into  Southeast  Asia.  First  is  to  bring  in  young  animals  of  the  desired  breeds  from 
other  areas,  select  those  that  show  the  ability  acclimate  themselves,  and  dis- 
card the  remainder.  This  is  the  recommended  procedure.  Second  is  to  utilize 
the  European  breeds  to  cross  with  and  upgrade  the  native  cattle.  In  those  cases 
where  cattle  will  be  utilized  by  sm^ill  farmers  under  generally  adverse  manage- 
ment and  feed  conditions,  there  is  some  merit  in  upgrading  native  cattle  through 
crossbreeding  or  maintaining  some  Zebu  bloodlines.  However,  this  should  be  a 
transitional  measure  and  should  not  represent  the  main  thrust  of  a  country's 
beef  cattle  improvement  program. 

Two  of  the  prime  requisites  for  rapid  beef  industry  development  in  Southeast 
Asia  are  a  large  flow  of  private  capital  into  the  sector  and  perhaps  even  more 
important,  transfer  and  adaptation  of  the  necessary  intensive  production  tech- 
nology. This  necessary  technology  will  in  most  cases  have  to  come  from  out- 
side the  country.  While  there  are  means  of  inducing  technology  alone,  it  is  highly 
recommended  that  foreign  technology  be  accompanied  by  foreign  investment  so 
that  the  supplier  of  technology  has  a  financial  stake  in  its  success 

What  about  market  incentives  for  beef  production  in  Southeast  Asia?  It  is 

generally  agreed  that  world  demand  forbeef  will  continue  to  show  a  rapid  rise  as 
consumer  disposable  income  increases.  The  current  drop  in  demand  and  conse- 
quent over  supply  of  beef  in  Japan,  the  largest  Asian  beef  market,  is  a  temporary 
phenomenon  caused  by  several  factors. 

The  J^anese  imported  137,000  tons  of  beef  in  Calendar  Year  1973,  compared  to 
less  than  60,000  tons  the  previous  year.  This  represents  about  a  half  million 
head  of  cattle.  At  the  end  of  1973,  the  energy  crisis  struck  with  a  subsequent 
rapid  rise  in  prices  of  all  commodities  and  a  decrease  in  total  demand  for  beef. 
This  led  to  imposition  of  a  total  beef  import  ban  at  the  end  of  February. 

The  Japanese,  with  per  capita  income  in  the  same  range  as  Italy  and  France, 
consume  only  about  eight  pounds  of  beef  per  person  per  year.  This  compares 
with  about  116  pounds  per  capita  in  the  United  States.  Japanese  beef  consumption 
will  continue  to  rise.  The  beef  import  ban  should  be  lifted  by  early  spring,  and 
Japan  will  continue  to  be  the  largest  market  for  beef  imports  in  Asia. 

Although   the  bulk  of  Japanese  beef  imports  have  been  lower  quality  grass  fed 
beef  from  Australia,  future  demand  will  concentrate  more  and  more  on  higher 
quality  beef.  .Average  C.  &    F.  price  for  beef  of  this  type  in  Japan,  from  the  U.S. 
was  $1.75  per  pound  in  early  1974. 

Another  promising  market  for  beef  lies  in  the  growing  tourist  traffic  throughout 
Asia.  With  more  than  a  million  tourists  visiting  Hong  Kong  annually  and  tourist 
trade  at  the  half  million  mark  in  several  other  countries,  there  is  a  rapidly 
growing  market  for  those  who  can  provide  high  quality  hotel  and  restaurant  beef 
to  this  trade. 

Local  consumption  in  most  countries  in  Asia  is  also  growing,  representing  in- 
creased demand  for  high  quality  beef  among  the  affluent  urban  middle  class  and 
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for  lower  quality  beef  by  the  general  citizenry.  As  personal  incomes  rise, 
more  total  money  is  spent  on  food.  Meat  tends  to  have  a  higher  income  elas- 
ticity of  demand  than  other  foods.  As  the  diet  improves,  in  most  countries 
there  is  eventually  a  shift  toward  beef  and  away  from  other  meats.  World 
demand  for  beef,  particularly  for  the  younger,  more  tender  cuts,  should  con- 
tinue   to    rise   faster    than   production 

Our  Korean  program  involves  a  fifty-fifty  joint  venture  with  Korean  part- 
ners. We,  the  U.S.  side,  are  putting  up  half  of  the  equity  capital  and  are  also 
responsible  for  arranging  necessary  loans  which  will  be  utilized  to  finance  a 
major  portion  of  the  activity.  The  Korean  joint  venture  is  a  limited  partnership, 
rather  than  a  corporation.  It  represents  the  first  partnership  ever  approved 
under  the  Korean  Foreign  Capital  Inducement  Law. 

In  addition  to  putting  up  half  of  the  initial  capital,  we  have  a  technical  assistance 
agreement  with  the  partnership,  approved  by  the  Korean  government,  which  pro- 
vides for  technology  transfer  throughour  management  company.  The  management 
company  is  responsible  for  day  to  day  herd  management  as  well  as  for  a  number 
of  auxiliary  services,  including  export  marketing  of  the  final  product.  In  addition, 
the  management  company  is  providing  a  detailed  production  system  ranging  from 
selection  of  breeding  stock  to  designof  facilities,  nutritional  and  health  services, 
and  all  other  aspects  of  total  herd  management.  Perhaps  one  of  the  most  impor- 
tant roles  assumed  by  the  management  company  is  that  of  training  local  personnel 
in  all  of  the  above  technical  and  management  skills. 

The  management  company  provides  onsite  management  personnel.  These  in- 
country  managers  are  responsible  for  actual  functional  management  and  sdso 
for  training  a  local  management  team  to  eventually  take  over  all  managerial 
and  technical  responsibilities.  The  incountry  managers  are  backed  by  a  first 
rate  team  of  consulting  specialists  in  nutrition,  animal  health,  engineering  and 
other  necessary  specialized  fields. 

The  management  company  has  a  cattle  procurement  system  set  up  in  the  U  .S.  to 
select  and  purchase  quality  cattle  for  the  partnership.  Six  month  old  heifers  are 
purchased  and  backgrounded  at  a  central  location  for  30  to  45  days.  Purpose  of 
the  backgrounding  is  to  provide  necessary  preshipment  health  care,  get  the 
animals  accustomed  to  the  ration  they  will  receive  in  Korea  and  eliminate  all 
animals  that  are  unsuitable  for  export. 

On  arrival  in  Korea  the  young  heifers  go  into  a  drylot  confinement  facility. 
This  consists  of  pens  with  shelter  for  the  feeding  area.  About  400  square  feet  of 
space  is  utilized  for  each  mature  animal.  The  cattle  never  go  on  pasture.  All 
feed  is  brought  to  them. 

The  basic  ration  consists  of  rice  straw  as  the  roughage  with  molasses  and  some 
grain  to  provide  energy  and  urea  to  supply  protein  requirements.  We  will  also 
Ije  working  with  a  great  number  of  other  byproduct  feeds  such  as  sweet  potato 
meal,  various  cereal  processing  byproducts  and  fruit  and  vegetable  processing 
wastes. 
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Our  basic  production  unit  contains  facilities  for  5,000  head.  We  will  import 
a  total  of  100,000  head  of  breeding  heifers  over  a  six  year  period.  During  this 
period,  we  will  market  approximately  100,000  animals  for  meat  and  to  other 
producers  as  breeding  animals.  At  the  end  of  six  years  we  will  have  a  permanent 
breeding  herd  of  about  100,000  of  the  best  animals  selected  from  the  imported 
heifers  and  those  born  in  Korea. 

Artificial  insemination  will  be  used  for  all  breeding,  using  semen  from  the  best 
bulls  available.  We  are  using  a  rotational  breeding  program  with  a  three  breed 
cross  to  develop  animals  best  suited  to  Korean  conditions  and  to  our  various 
market  outlets,  as  well  as  maintaining  hybrid  vigor. 

Market  outlets  will  include  beef  sold  into  export,  primarily  to  Japan  --  beef 
sold  in  Korea  —  and  breeding  animals  sold  to  other  livestock  farmers.  We  will 
probably  invest  eventually  in  a  slaughter  plant  and  meat  processing  facilities, 
on  a  joint  venture  basis 

Let  me  summarize,  then.  Southeast  Asia  has  the  potential  to  become  a 

major  beef  production  area.  To  supply  the  maximum  amount  of  meat  and  help 
reduce  the  protein  gap,  beef  production  must  become  an  intensive  factory  type 
operation,  although  this  is  not  in  conflict  with  securing  the  position  of  the  small 
livestock  producer  and  can  actually  be  an  aid  in  this  policy 


53 


